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how Chic Young, the cartoonist, makes a 
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JOIN THE PAYROLL SAVINGS ) : 
PLAW AND WE'LL GET #4.2° 

FOR EVERY $3.29 IN JUST 
TEN YEARS! 






TIMES... WITH U.S. SAVINGS 
X27 BONDS! 












After this, the pencil rendering is carefully inked in, as you see here. 


STEP BY STEP... 


that’s the way it’s done successfully! 


& YOU CAN SEE, Chic Young, who draws 
the popular ‘“‘Blondie’’ comic strip, 
goes through many steps to arrive at a 
finished cartoon. 

And, cartoonist Chic Young, together 
with millions of other smart Americans, 
will tell you that the step-by-step method 
is the easiest, surest way of doing any- 
thing worth while. 

Particularly, saving money. 

One of the easiest and surest ways to 





set aside any worth while amount of 
money is to buy United States Savings 
Bonds the step-by-step method— 


So set aside a regular amount week after 
week, month after month, year after year. 
Then in 10 short years you will have a 
mighty nice nest egg tucked away for you 
and your family. 


Get started now. Get your Bonds through 
Payroll Savings or at your bank or 
post office. 


AUTOMATIC SAVING IS SURE SAVING—U.S. SAVINGS BONDS 


x) Contributed by this magazire in co-operation with 


the Magazine Publishers of America as a public service, 
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BALANCE! 





Tes the most important thing in 
the world to a high-wire per- 
former . . . the one thing he’d be 
lost without—and so would any 
investor. 


Because in buying or selling 
securities, balance means objec- 
tivity .. . the weighing of risks 
against rewards. 

It means a sense of proportion, 
too ... not going overboard for 
any stock just because it pays 
big dividends, or seems tempo- 
rarily underpriced. 

And finally it means restraint. 
Not playing a hunch or acting 
on hearsay, but getting the facts 
for yourself —first! 


We spend more than half-a- 
million dollars a year to make 
these facts available to anyone 
who asks—to help investors keep 
their balance. 


Our Research Division devotes 
all its time to supplying the 
facts asked for in hundreds of 
letters each week . . . to analyz- 
ing securities in line with per- 
sonal objectives . . . to preparing 
well-rounded investment pro- 
grams suited to individual needs. 

Whether you plan to invest 
$500 — or $500,000 . . . want cur- 
rent facts on one stock or fifty 
... or would like a seasoned ap- 
prtaisal of your present holdings 
—why noi write to Research? 

You'll find their answer help- 
ful, and there’s no charge, no 
obligation, whether you’re a cus- 

tomer or not. Simply address— 


Department SF-88 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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Let us raise our voices in song—and greet the New Year with this 
heart-warming expression of happiness and good cheer! 


The desire for peace and happiness is so great the world over, that 
we are bound to succeed in breaking the chain of sterile and negative 
ideas. Work and patience will help us to realize our objectives of peace, 
with human dignity and freedom. The worst will never happen—for 
all the predatory conquerors, from Alexander to Adolph Hitler, failed 
in their attempts to conquer mankind—and so will Stalin. 


The inspiration of a just cause—and the will to win—will help us to 
speed the victory. No man or group of men can down such an invin- 
cible spirit. 


By working together objectively—and for the common good—we can 
not only stop Stalin, but we can help to create a better world for 
ourselves and others—for those who come after us—and help to 
materialize the dreams of peace and happiness which men are long- 
ing for so greatly. 


We would like to work beside you in this cause. 


To you, our friends and subscribers, with all our hearts we wish you 
health, happiness and success in the year ahead. 
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The Trend of Events 


THE CAUSE LIES DEEPER .. . A congressional subcom- 
mittee is about to investigate ways in which Con- 
gress might encourage investment of savings in 
“little and local business.” The inquiry arises from 
alarm over the apparent shortage of private invest- 
ment capital. The capitalistic system, it is pointed 
out, cannot exist unless private capital flows steadily 
into the economy, in terms of ownership as well as 
debt. But there is a lack of venture capital. The 
majority of people, some congressional observers 
opine, seem more desirous of security for their sav- 
ings than for large profits from new ventures, or 
even from old ventures. Hence such people increas- 
ingly are putting most of their savings into Govern- 
ment bonds, life insurance policies and savings 
banks. Their money appears to be going into loans 
instead of into ownership of business enterprises. 

_ The trend is doubtless correct though the cause for 
it lies deeper than a mere desire for sheltered in- 
vestment, an overriding aim for security of hard- 
won savings. Other and perhaps more important 
causes are to be found in Government regulations 
and tax policies which tend to restrict both the oper- 
ations and earnings of businesses as well as the re- 


cerns. But how could these institutions be justified 
in putting funds entrusted to them into ventures 
which the owners of the money consider to provide 
less security than they would like to have? Also, 
how would small business feel about it, since it Is 
inconceivable that financial institutions would invest 
in them without a measure of control? 

It requires little imagination that the investigat- 
ing committee will promptly come up against these 
problems, as well as the root cause of taxation. Our 
present income tax system doubtless makes it unat- 
tractive for a person with money to invest in small 
business, because it is unremunerative to him in pro- 
portion to the risk. 


CONFLICT . . . Marriner Eccles, formerly chairman 
and presently a member of the Federal Reserve 
Board, recently told a congressional committee that 
the U. S. Treasury’s “easy money bias” makes the 
Federal Reserve System “simply an engine of 
inflation.” 

He stated that the Treasury insists on low inter- 
est rates for the money it borrows. Thus the Federal 
Reserve System has to provide a cheap money mar- 
ket for the Government and 





turn from investments in 
businesses. It’s really no mys- 
tery at all. 

It will be interesting to see 
what measures the congres- 
sional committee will advo- 
cate as a remedy for the con- 
dition. There has been talk of 
a proposal of authority for 
life insurance companies and 
savings banks to buy stock in 
small and local business con- 





We recommend to the attention of ow 
readers the analytical discussion of bust 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


cannot avoid doing the same 
for -everybody else. Under 
such conditons, he contended, 
“all monetary and credit re- 
straints are gone.” 

The Government’s deficit is 
likely to be in the neighbor- 
hood of $6 billion. It would be 
inexcusable, Mr. Eccles thinks, 
to finance this addition to the 
national debt by pumping new 
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money into the economy at a time when conditions 
might require exactly opposite action. Yet present 
Treasury policies would compel the Federal Reserve 
to do just that. Congress created the Federal Re- 
serve to determine money and credit policy. And, 
Mr. Eccles, added, the Federal Reserve cannot do that 
duty if it also has to carry out conflicting Treasury 
policies. 

The tiff between the two agencies is not a slight 
matter. The Federal Reserve has made it plain that 
it wants money rates hardened somewhat to counter 
the inflationary potential of the deficit but the 
Treasury has already made its own decisions on the 
refinancing of more than $10 billion of debt and set 
terms that reaffirm extremely cheap money. Though 
the conflict over policy may hardly be considered 
over, chances are that the Treasury’s viewpoint is 
likely to win out. It holds that it is not good policy, 
nor can it afford to have money rates raised so long 
as financing needs are large and the debt service 
already onerous. 

Congress will find this a troublesome problem in 
the next session. The Federal Reserve Board’s 
anxiety to combat inflation is most laudable, but so 
is the Treasury’s determination to hold down inter- 
est charges on the debt. That the two agencies find 
themselves at cross purposes is nothing new but 
quite possibly the conflict may become more acute 
as it goes on. It is inescapable while Congress and 
the Administration continue to pile up big deficits, 
and since it must be realized that artificially low 
interest rates, carried far enough, can be even more 
inflationary and more dangerous to the economy 
than a chronically unbalanced budget. For they en- 
courage borrowers of all kinds to incur more debt, 
giving an initially powerful stimulus that later may 
lead to an equally strong relapse. 


GOPHER HOLES... In his effort to play the anthra- 
cite industry against the bituminous coal industry, 
and the companies in each industry against each 
other, John L. Lewis fighting perhaps his most seri- 
ous rearguard battle appears to be having scant 
success. His aim of course is to break the manage- 
ment front and win new contracts for his miners— 
something he has been trying to do since last May. 
By way of pressure he had the miners on a three- 
day week, with the promise of a five-day week for 
companies that would come to terms. With winter 
closing in, he had at least the weather on his side— 
but nothing else. To-date only a few very small oper- 
ators have come to terms, mere “gopher holes” as 
they have been described. John L. Lewis, the mighty 
hunter, is not bagging the bigger game fast. 

The significance of the few agreements thus far 
made is that they brought Lewis’ terms into the 
open. At least now the industry knows what it 
never quite knew before: What Lewis wants. He 
wants, in addition to a wage increase of 95 cents a 
day, a 15-cent increase in his union welfare fund’s 
present levy of 20 cents on each ton of coal mined; 
power for him to handpick the Fund’s trustees; re- 
tention in new contracts of the old tricky clause 
saying that the miners shall work only when “able 
and willing.” 

All the large companies appear to be standing 
firmly against those demands, and so they should. 











It would be contrary to public interest to give Mr. 
Lewis absolute domination of a welfare pension 
fund, with increased receipts, but with even less 
than the present protection against dissipation of 
the money through reckless mis-management. The 
miners’ fund, like any other similar fund, needs 
some effective form of public supervision. 

There is nothing mysterious about the Lewis 
strategy, however; it is the old one of “divide and 
conquer.” The three-day work week yields enough 
coal to avoid an “emergency” and thus another Taft- 
Hartley injunction. Yet production in the long run 
will be inadequate to meet the needs of the big coal 
consumers, thus pressure for settlement remains. 
And the bait for companies that sign up is of course 
return to the five-day week, the thought that some 
companies in this way want to steal a march on 
their competitors. Thus far only about 1% of the 
industrys’ production has signed up. It seems that 
Lewis wil have to travel a long road in his strategic 
retreat. Before he reaches the end, Congress is 
likely to act. 


OUR LABOR FORCE... One of the great elements of 
underlying strength in the American economy has 
been in the fact that over the years, our labor force 
has grown faster than the population as a whole. It 
is the expansion in the labor force combined with its 
increased productivity that have been basic factors 
in the nation’s remarkable progress and in the steady 
rise of American living standards. Output per man 
hour has been increasing at an average rate of about 
2% a year for several generations. 

While the labor force will continue to grow, its 
size now has apparently stabilized in relation to the 
population as a whole, and this introduces a new ele- 
ment in American life of significant economic impli- 
cations. With a stabilized labor force, the full respon- 
sibility of meeting our expanding obligations is auto- 
matically thrown upon increased productivity alone. 
People will have to work harder and more efficiently. 
For unless productivity continues to grow at least as 
much as it has in the past, the nation’s future com- 
mitments will have to be met at the expense of cur- 
tailed individual consumption, which means reduced 
living standards. 

On an overall basis, the labor force rose from a total 
of 22.2 million in 1890 to an estimated 62.3 million 
this year, a rise of 181%. In this same period, the total 
population increased from 62.9 million to 149.2 mil- 
lion, arise of 137%. These figures show that the labor 
force increased nearly a third more than did the whole 
population in the last sixty years. 

As to the future size and rate of growth of the 
labor force, there are some interesting official expec- 
tations. In the first half of the 1950’s, when the small 
generation born during the mid-1930s will be enter- 
ing working age, there will be a sharp slump in the 
working force. The average annual increase of about 
400,000 will be lower, absolutely and percentagewise, 
than in any comparable period of recent years. 

In the late 1950s, the bumper crop of babies born 
during and immediately after World War II will be- 
gin to move into the labor force, and such entries will 
rise, probably reaching their peak in the early 1960s, 
when an average annual increase of about 800,000 
workers is expected. 











BUSINESS, FINANCIAL and INVESTMENT COUNSELORS : : 1907—“Over Forty-one Years of Service’—1949 











262 


THE MAGAZINE OF WALL STREET 








Pa ae oe 


ll el ee er 


CO cota AO co 


2m 


Vv 








4 &I See Ut! 


THE DOMINIONS 


7 Britons fed up with austerity and the 
endless annoyances and vexations of their socialist 
system, the elections in New Zealand and Australia, 
rejecting socialistic Governments in power for four- 
teen and eight years, respectively, must sound like 
a call to freedom. The Laborites face a severe chal- 
lenge for one cannot escape the conclusion that the 
elections “down under” 
cannot fail to have a con- 
siderable psychological ef- 
fect on British voters 
whose dissatisfaction with 
the way the socialists have 
been running their coun- 
try has been obvious for 
quite some time. In the 
circumstances, it is diffi- 
cult not to assume that 
the trend set by the Aus- 
tralian and New Zealand 
elections will reach its cli- 
max in the British con- 
test. This trend is a reflec- 
tion of a deep desire 
among the free peoples to 
reassert their independ- 
ence of undue state con- 
trol. 

Interestingly enough, 
the main campaign issue 
in Australia and New Zea- 
land has been nationaliza- 
tion and control of indus- 
try rather than the wel- 
fare state, though in the 
long run of course the 
latter inevitably leads to 
the former. But the ac- 
cumulated resentments 





“THE CALL OF FREEDOM’”’ 





BY ROBERT GUISE 


LEAD THE WAY 


prove that it can be done in practice, but she has 
had no great success. While for a time, the burden 
of grievances seems to have been outweighed by 
superficial gains, the trend is now the other way. 

It might of course seem injudicious to argue from 
the example of Australia and New Zealand that the 
same will now happen in Britain. The great un- 
known quantity perhaps is 
the mass of people who 
stand between industrial 
labor and the growing 
hosts dependent on the 
Government for their jobs. 
These people including the 
greatly weakened middle 
class see their freedom of 
choice, of movement, of 
opportunity, increasingly 
limited. They feel neither 
secure nor free, and are 
tired of acting and living 
under orders. They include 
even a goodly number of 
trade unionists in revolt 
against the autocracy of 
their leaders. 

So far the swing of the 
pendulum may not unduly 
worry the Labor Party, 
perhaps because they are 
convinced that the trend 
towards socialism is irre- 
versible. But that may be 
a fallacious assumption. 
Australia and New Zea- 
land prove, though in a 
small way and perhaps 
not under typical condi- 
tions, that people who 
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which played their part in 
the overturns were the in- 
evitable consequences of a 
system which sets out to 
direct enlarging spheres of the individual’s life and 
work. Hence in the light of the latest experience, it 
may be questioned whether socialism can long en- 
dure where the door remains open to a freer and less 
restrictive type of Government. 

It’s long been apparent that socialism, wherever 
tried, in the end is usually found wanting. There is 
no substitute for the driving forces of individuality 
and reward for courage and enterprise. The problem 
usually is to find the maximum of security and social 
justice with the maximum of freedom, and that may 
take a long period of trials and errors. Theoretically 
it is impossible to have a socialistic state and main- 
tain individual freedoms. Great Britain is trying to 
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Illingworth in the London Daily Mail 


have tried the system 
wish to reverse it because 
they are not impressed 
with the results. And since 
the results in Britain particularly, are turning from 
bad to worse, the desire to “unscramble the eggs” 
may grow beyond present expectations. 

Even Sir Stafford Cripps has been making no 
bones about whats’ ahead, and it was a rude shock 
indeed to his followers. Socialist progress in the 
past was made possible only partly by increased 
production; in goodly part it was due to distribu- 
tion of existing wealth and now there is nothing 
left to distribute. The point has been reached where 
the Labor Party must rely on the creation rather 
than distribution of wealth, where the price of 
social services must be paid in taxes by the recipi- 
ents of these services, (Please turn to page 306) 
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Does Year-End Market Indicate New Trend? 


Slowed by liquidation and profit-taking, the market has extended its upswing only slightly 
since early November. It did little this past fortnight which could enthuse either the bullish 
or the bearish. The corrective interludes are developing more frequently. We recommend a 
continuing conservative and highly selective investment policy. 


By A. T. MILLER 


“a he slow and selective upturn in stock prices has 
been carried a little further since our last previous 
analysis went to press. In the week ended December 
3, with trading activity in larger volume than in some 
time, the Dow-Jones daily industrial and rail aver- 
ages both reached new tops for the recovery trend be- 
gun last June. The belated and moderate spurt in rails 
was sufficient to “confirm” the general rise as a bull 
market, according to some accepted rules—however 
fallible they have proved in practice—for defining and 
measuring a bull market. More about this further 
along in this discussion. 

There was no immediate follow-through to the per- 
formance cited. Last week both demand and trading 
volume subsided somewhat, leaving the averages in 
the close vicinity of their highs for the move, but 
without significant further gain. During most of this 
advance, but especially over the last six weeks, it has 
been a stop-and-go affair, taking much time to gain 


a moderate amount of ground on balance. Thus, the 
industrial average set a rally high of 192.96 on Nov- 
ember 2, crept up to a new one at 193.62 on November 
19, after a minor correction meanwhile, slipped off 
a bit from that high, then carried on to the latest 
top of 194.74 on December 5. At the latter level, the 
net extension of the rise since November 2, or in 
about six weeks, was only 1.78 points or less than 
1%. Obviously the market is in a price area within 
which there is no small amount of liquidation and 
profit-taking to be absorbed. 


Is It A Bull Market? 


The rise has now lasted for almost six months, or 
over twice as long as any previous phase of continuous 
advance within the more than three years since the 
1942-1946 bull market terminated. However, it is 
more impressive in duration than in scope. So far the 

gain in the Dow industrial average has 
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been about 20%. It rose some 17% in 
about half as much time from March to 
June last year, topping out and heading 
into a substantial decline just when 
many people had become convinced that 
it was a “bull market.” Over 13% of the 
rise to date was scored in roughly its 
first two months, only about 7% during 
the last four months—a law of dimin- 
ishing returns, so to speak. 

The words “bull” and “bear” and 
“market” are all defined in some dic- 
tionaries, but not the terms “bull mar- 
ket” or “bear market’. Perhaps that is 
because it is simply not possible to ar- 


2go 
260 


240 


220 


a thing as a bull market or bear market, 
as those terms are generally and quite 
loosely used by people interested in the 
general trend of stock prices. From a 


“bull market” is a considerable rise in 
stock prices over a considerable period 
of time. But how much is considerable? 

If you refer to past history for the 


current trend is usually subject to de- 
bate; but the averages are the only 
measuring tools, with over a half-cen- 
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duration and scope of any given bull | 
market, you are referring to related | 
movements of the Dow-Jones industrial | 
and rail averages. Interpretation of a | 
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purpose, it is somewhat be- 
sides the point that the in- 
dustrial average is both 
faulty in construction and 
adjustment; and a decided- 
ly inadequate cross-section 
of the list. 
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Now “bull markets,” as 
thus recorded in history, 
have run for as little as 
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about five months at one ex- Nh 
treme, up to not far from six 


years at the other extreme. 














In scope of rise in the in- 
dustrial average, they have 


YEARLY RANGE 
DOW-JONES INDUSTRIALS 
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ranged from as much as 
some 373% to as little as 
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about 18%. Under these 
measuring rules, the period 
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1948, the 18% rise was a bull 
market — a decidedly fluky 
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was a 28% rise from April 
to September, 1939. Under 











these rules, it was a bear 
market from the June, 1948, 
high to last June’s low; and 
now it is a bull market. It 
might make sense to throw 
the rules out the window 
and argue, as we are inclined 
to do, that all substantial 
moves of the last three 
years have been intermedi- 
ate recoveries and reactions 
in a trading-range market. 
But if you make your own 
measuring rules, the histori- 
cal record becomes meaning- 
less. Suffice it to say that 
the 50-year list of “bull markets” contains quite a few 
which the average investor neither remembers nor 
could readily recognize on a chart. 

It is not our purpose to quibble about definitions; 
but merely to point out that to the investor it makes 
a world of difference whether an upward trend in the 
market runs for a matter of months or for several 
years, and whether its scope is several hundred per- 
cent or arather modest fraction thereof. The question 
of duration and scope has practical importance to him; 
whereas the question whether a given rise is a “bull 
market” is abstract. To him a bull market really 
means a major and protracted advance in stock prices 
more or less comparable with those of 1923-1929, 1932- 
1987 and 1942-1946. Seeking capital gains from ad- 
vances much more limited in scope and duration be- 
comes in practice a trading-swing operation, likely to 
result in disappointment, if not loss, since most inves- 
tors are inclined to hold stocks for long periods of 
time, and always are more prone to buy than to sell. 
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No Basis for Major Advance 


The major factors in the great 1923-1929 bull mar- 
ket were a monetary base Jargely expanded by the 
1949 
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wartime deficit financing of earlier years, a dynamic 
private bank credit inflation super-imposed thereon, 
without official restraint until after the fat was in the 
fire; the rapid development of a number of new con- 
sumer’s durable goods industries, including automo- 
biles; and a degree of speculative confidence, with 
political encouragement, which assumed mania pro- 
portions. The 1932-1937 rise was mainly a partial re- 
covery from financial deflation of unprecedented sev- 
erity. It was large not so much because the level of 
stock prices reached early in 1937 was very high, but 
because the 1932 starting level was so uncommonly 
low. The 1942-1946 rise discounted victory in the war, 
the tremendous inflation of money supply created by 
the financing of the war effort, and prospects for post- 
war “catching up” activity in civilian business, with a 
consequent upward trend in earnings and dividends, 
following removal of the excess profits tax. The an- 
ticipatory advance had run its course in the midst 
of the reconversion period, before the rise in earnings 
and dividends developed. 

The present upswing in the market began from 
a level some four times higher than that of 1932, 
and roughly two-thirds higher than that of 1942. 
Like all other (Please turn to page 306) 
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Wren surveying our present economic course, 

one is struck by the curious inconsistencies which 
characterize many of our policies. It seems strange 
that in our struggle with communism, at a time 
when we are trying hard and at great expense to 
convince the world of the superiority of our capital- 
istic free enterprise system, we should do so much 
to undermine and weaken it. 

We are engaged in a clash between two ideologies 
—our system of free enterprise against the Soviet 
system—yet we are plainly traveling on the road 
toward socialism. While the Russians freely predict 
the break-down of our free enterprise system 
through our inability to make it work satisfactorily, 
many policies increasingly sponsored in our own 
land play directly into their hands. It should be ob- 
vious that we cannot convince people of the supe- 
riority of our system merely by talking about high 
living standards and at the same time pursue or 
initiate policies which in the end must undermine 
these standards or make their achievement impos- 
sible ; which must end up in killing the initiative which 
has made America great, by regimenting the nation 
economically; which even now means less emphasis 
on freedom at home while we hold it up as a shining 
goal abroad. 

Yet such dangerous trends underlie our present 
course which is gradually developing into a strange 
patchwork of capitalism and socialism with lip serv- 
ice to the former but ever greater emphasis on the 
latter. It must be obvious even to the layman that 
more profligate spending, bigger deficits, more “plan- 
ning,” more state sponsored “welfare” at a time 
when our finances are strained to the utmost, means 
a consistent moving away from the system we have 
cherished in the past, and an ever closer approach 
into the arms of socialism. 

Our representatives in their dealings with foreign 
nations praise the virtues of democratic freedom and 
capitalistic enterprise and urge others to emulate us. 
But at home they often outdo each other in promis- 
ing the electorate the very kind of socialism which 
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we criticize so severely abroad; in promising ‘some- 
thing for nothing,” in bringing forward more and 
costlier “plans,” more and more “welfare”? which we 
cannot afford. We tell the nations abroad that they 
must tighten their belts to make ends meet, that we 
cannot support them indefinitely—and rightly so. 
But we ourselves make no effort to make ends meet; 
we insist on piling up deficits in the midst of peace 
and prosperity. 

Curiously enough, most of these programs are 
being carried out in the name of democracy and free 
enterprise as well as social justice. There seems only 
the dimmest sort of appreciation of the fact that the 
first duty of a democratic free enterprise economy— 
the only truly free economy—is to keep our own 
fiscal house in order or free enterprise cannot sur- 
vive long. No one recently has put this better than 
James F. Byrnes when he said in his now famous 
Biloxi address: “Our first line of defense is not the 
Elbe or the Rhine; it is a sound, solvent American 
economy. And that economy is now threatened.” 





Photo by Devaney 


Threat of Socialistic Programs 


No truer words were ever spoken. Our economy is 
threatened by ever-advancing socialistic programs 
at a time when we can ill afford them, and by the 
pretense of allegiance to capitalistic principles while 
ignoring them whenever they seem inconvenient. 

Back of this inconsistency appears to be a strug- 
gle revolving about two conflicting economic and 
fiscal theories. It is fought on the one hand by what 
has come to be known as the “economizers’” who are 
deeply disturbed by the spectacle of mounting defi- 
cits in boom years, by lavish spending and prolific 
political promises to the masses, and who urge a 
balanced budget. Their opponents are the “do-good- 
ers,” the socialist planners whose eyes seem fixed on 
economic expansion through deficit spending and a 
controlled economy. As usual there are also middle- 
of-the-roaders who cannot quite make up their minds 
with whom to side, or who for political reasons hesi- 
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tate to take a definite stand one way or another. 

This struggle of policies has led to some strange 
contradictions in unexpected quarters. Secretary of 
the Treasury Snyder, generally regarded as one of 
the conservatives in the official family, recently told 
a congressional committee that the general economic 
welfare should determine in any given year whether 
there is a balanced budget, a surplus or a deficit. It 
was a statement tinged with obvious political im- 
plications. But Mr. Snyder later doubled back in his 
tracks when he declared before the same committee 
that “by every standard of sound Government 
finance, the time to have a balanced budget is NOW. 
That the budget is a matter of first importance, that 
in times as prosperous as these, we should have a 
balanced budget.” 


Conflicting Monetary Views 


Elsewhere we hear Mr. Snyder imply that he will 
continue to support low interest rates for Govern- 
ment securities while at the same time, the Federal 
Reserve Board is coming out in favor of a hardening 
of interest rates on the realization that artificially 
low interest rates in the long run can be even more 
inflationary than deficit spending. The two attitudes 
are perhaps not necessarily incompatible, differing 
perhaps as to degree only. Still they reflect a conflict 
in thinking and basic policy approach. 

The same is patent elsewhere. There is lip service 
to the need for Government economy but no real 
move to bring it about. There is the basic realization 
that a balanced budget is desirable, even necessary 
—but in the same breath it is insisted that expendi- 
tures are not being cut, that they cannot be cut. Per- 
haps the hope is that we may get the budget bal- 
anced by 1953 when ECA expires; nominally this 
would seem possible but not if the Fair Deal pro- 
gram is being pressed. We cannot possibly have a 
balanced budget if we enact compulsory health in- 
surance, the Brannan Plan and other proposed meas- 
ures the cost of which is calculated as high as $20 
billion annually. 


‘‘General Economic Welfare’’ 


The phrase “general economic welfare” appar- 
ently has come to be used by Administration spokes- 
men as justification for many of its policies, as a 
sort of constitutional defense for a crazy quilt of 
policy patterns the true nature of which is often dif- 
ficult to appraise except that we must suspect that 
instead of strengthening capitalism and free enter- 
prise, they are more apt to kill it. No one can say 
that capitalism is strengthened by the recurrent 
“shots in the arm” with which it has been drugged 
in the postwar years. Eventually the “patient” can- 
not live without such injections. Meanwhile there is 
always the danger of more of them; usually they are 
costly and carry their own penalties. 

Right now the impression exists that the Adminis- 
tration is vascillating between two courses. Un- 
doubtedly it listens to both sides, the economizers 
and the socialist planners, and from a strictly politi- 
cal standpoint finds itself squeezed uncomfortably 
between the two. It is quite a dilemma, occasionally 
resulting in the adoption of recommendations of one 
group, than perhaps of the other. The problem right 
now is: What next? Shall it proceed with the deficit 
spending and along the welfare road? Or shall it cut 
down spending, raise taxes and try to get back to 
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sound fiscal policies? 

The trouble is that an election year is coming up 
which enhances the likelihood that the spending ad- 
vocates will win out, that the economizers will lose 
in Administration counsels. Another big trouble is 
that there is quite some clash of opinion among the 
Federal seers trying to forecast what’s ahead for 
the nation’s business. With the President obliged to 
outline his economic course in his annual messages 
to Congress next January, much therefore depends 
on what viewpoint he will be persuaded to adopt, or 
will adopt himself. 

If he sides with the optimists, and there are quite 
a few, he is more likely to plug for tax increases 
and for new controls to keep our credit facilities 
from overfeeding the anticipated prosperity phase. 
If he holds with the pessimists who expect further 
economic decline in 1950, the President is likely to 
ask Congress for things (Please turn to page 303) 
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| STRUCTURE 


By WARD GATES 


a> general commodity price level, it is 
noted with a certain amount of grim satisfaction, 
has failed to maintain the minor gains stemming 
from the wild price flurry of last summer and has 
moved into new low ground for the post-war “de- 
flation.” It may be remembered that, when many 
business men were voicing the sentiment that the 
price easiness begun a year earlier had ended and 
that inflation was once more in the ascendancy, we 
drew upon pre-war historical evidence to point out 
that the summer price upturn—particularly in raw 
materials—was purely a seasonal phenomenon quite 
unrelated to the position on the business cycle. 

Quite apparently, the price flurry was what we 
thought it was, i.e., the result of concentrated buy- 
ing by purchasing agents who had held off while 
prices declined sharply during the spring and who, 
by reason of consequent depleted inventories, were 
more or less forced to come into the markets when 
they did to cover against seasonal upturns in pro- 
duction schedules. Even without the September for- 
eign currency devaluations—which were so sharp 
that they threw many business men into a scare that 
prices of imported commodities would tumble pro- 
portionately — and the depressing effects of the 
strikes in steel and coal, prices of raw materials this 
Fall probably would have sloughed off their gains 
just about as they did. 

The Bureau of Labor Statistics wholesale price 
indices for October show “raw materials” at 160.3 
(average 1926 equals 100) versus 162.0 in Septem- 
ber, 161.3 in August, and 163.2 in July; for October 
last year, the index was 177.0. Prices of ‘“manufac- 
tured products” and of the general commodity list 
have behaved in somewhat similar fashion. During 
November, the general BLS index registered a fur- 
ther slight decline—on the basis of weekly data— 
but nevertheless displayed considerable stability 
throughout the month. In late November, it stood at 
151.5 versus 153.5 last July and 164.0 in November, 
1948. 

Surprisingly enough, commodity Rrice indices 
based on “futures” rather than on “spot” prices have 
displayed a trend quite contrary to that of the BLS 
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indices, rising steadily 
and rather sharply since 
last September. Much 
of the rise in the fu- 
tures price index is 
traceable to the spec- 
tacular advance in cof- 
fee. In addition, Gov- 
ernment price supports 
on cotton and grains 
have tended to become 
more effective with the 
passing of the seasonal 
peaks in crop market- 
ings. 

Interestingly enough, 
traders in the commod- 
ity futures markets still 
are very inflation- 
minded whereas the majority of business men are 
convinced that inflation is a “dead duck” and are 
far more concerned over the probable effects of price 
deflation. It took a forthright statement from Presi- 
dent Truman that the domestic price of gold would 
not be raised as long as he held office to convince 
futures traders that there was nothing to the per- 
sistent rumors that the gold price would be hiked. 
More recently, futures traders have dwelt on the in- 
flationary implications of the unbalanced federal 
budget even though the records show that prices 
frequently have fallen while the public debt was 
mounting. 

To a very great extent, the general commodity 
price level is related to the trend of industrial activ- 
ity. With the important factors that underlay the 
post-war business boom—capital expansion, inven- 
tory building, and exports — now declining, huge 
Government expenditures for military purposes plus 
large ECA expenditures have not been able to halt 
the downturn in industrial activity that began a 
year ago. 


Trade and Prices 


The business boomlet this Fall, interrupted by the 
steel strike, quite apparently has been largely con- 
fined to manufacturer and wholesaler levels. Depart- 
ment store sales, a reliable guide to consumer pur- 
chasing, have registered less than the usual seasonal 
increase. Although it is contended in some quarters 
that the declines in department store sales — pri- 
marily soft goods—reflect consumer switching to 
durable goods, the fact that automobile dealers have 
been forced to resort to widespread slashing of new 
car prices on a scale not recently known certainly 
does not indicate any tremendous buying urge on 
the part of the general public though sales are likely 
to pick up and conceivably may continue on a fairly 
good level. 

The industrial production upturn, as measured 
statistically, probably will not continue long into the 
first quarter of 1950 since it is based primarily on 
a high rate of steel activity. As strike-depleted in- 
ventories are replenished, steel activity will decline 
and affect a number of other industries sympa- 
thetically. 

Such strength as the general wholesale price level 
may derive from the advance in industrial activity 
seems certain to be shortlived. If, indeed, any 
strength is derived therefrom. The return of price 
easiness in some nonferrous metals, plus lowered 
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quotations for scrap steel at a time when prices 
normally would be firm, may well indicate that the 
markets as early as late November were beginning 
to anticipate downturns in durable goods production. 

The Bureau of Agricultural Economics, USDA, 
usually inclined to be rather conservative about such 
matters, has forecast a further decline in farm prod- 
ucts prices of possibly 10 percent for 1950. Large 
hog production and marketings have depressed hog 
and pork prices. Cattle and beef prices will be 
lowered early in 1950 as the very large supplies of 
well fed cattle come to market. It is interesting to 
observe that the Bureau looks for lower farm prices 
rather generally despite the prospects for smaller 
1950 production of a number of important crops as 
a result of the imposition of federal acreage and 
marketing quotas. 


Relative Steadiness Indicated 


Although there is a vast amount of underlying 
weakness in the general commodity price structure, 
the prospects are that steadiness or slight firmness 
in the general price index will prevail into the early 
part of the new year. It is considered quite possible 
that some markets, moderately firm now, may react 
violently in the first quarter when the turn comes. 

The BLS wholesale price index made its post-war 
peak at 169.5 in August, 1948, and declined to 152.9 
in August, 1949, before registering any upturn of 
consequence. This was a decline of 10 percent in 13 
months. Since last August, the index has registered 
a net decline of only 1 percent. In all probability, 
once prices really “let go” somewhere in the first 
quarter of 1950, the rate of decline in the general 
price index will be fully as rapid as it was from Au- 
gust, 1948, to August, 1949. “Catching up” might 
accelerate the downtrend. Some few commodities, by 
virtue of continued tight supply situations, might be 
able to escape the effect of a general price down- 
trend. Most commodities, however, now are in ample 
supply, and supplies will seem even larger as de- 
mand contracts. 

If we were to hazard a guess, we would say that 
the probabilities are—barring the outbreak of war 
—that the BLS wholesale price index (now at 151.5 
percent of the 1926 average) will be in the vicinity 
of 140 by next summer. And, that 1951 will witness 
a further decline. 


Adjustment Prolonged by Artificial Factors 


Unlike 1920-21 when prices declined precipitately, 
the inevitable and necessary post World War II ad- 
justment of prices to a sane and workable level is 
being prolonged and dragged out, primarily for po- 
litical reasons. Federal farm price supports, includ- 
ing the purchase of farm products for storage and 
eventual spoilage, certainly have no economic justifi- 
cation at a time when prices of farm products are 
well above the prices of non-farm products. 

In 1950, production of a number of major crops 
will be curtailed by Government edict in an effort to 
maintain farm prices at a high percentage of “par- 
ity” and prevent further huge surplus accumulations. 
But sharply reduced production and indicated some- 
what lower prices mean smaller farm income. For 
1950, USDA officials estimate net farm income at 
$12 billion versus around $14.5 billion in 1949 and 
slightly better than $18 billion in 1948. That means 
that farmers will receive an unusually small per- 
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centage of the national income. Almost unknowingly, 
farmers are being sacrificed on the altar of high prices. 

When the wave of foreign currency devaluations 
broke last September, numerous business men had 
thought for a time that the Administration had lost 
all control over the price structure and that sharp 
general declines were in order. But it hasn’t worked 
out that way. To be sure, prices of imported com- 
modities declined sharply in terms of dollars fol- 
lowing the 1931 foreign (Please turn to page 304) 
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How Split Stoeks 
Have Fared 









By 
GEORGE 
W. MATHIS 


Wire the flood of stock-splits 
that featured 1946 has greatly mod- 
.erated since then, the general trend 
since then has continued to a point 
where potential candidates for a split 
have become increasingly few. Where 
numerous equities of sound caliber 
used to be quoted well above $100 a 
share, the daily quotation sheets even 
in active markets rarely include shares priced in this 
category, although this in no manner denotes any 
deterioration in fundamental values. The fact that 
the average price of common stocks listed on the 
New York Stock Exchange recently was around 40 
carries considerable significance, because this rela- 
tively low level in a prosperous period was mainly 
established by the multitude of past split-ups. 

By and large, the opportunities of small investors 
to acquire round lots of better grade equities with 
moderate sums of money have now become enlarged. 
Even where limited funds preclude the purchase of 
100 shares at a time, the fact that a greater number 
than formerly can now be acquired carries much 
appeal. This circumstance has become of some im- 
portance in an era where venture capital has become 
increasingly scarce, and may stimulate thrifty 
savers to study the advantages of investment in 
high-grade, good yielding stocks. 

The common alibi that stocks are “risky” 
stemmed in some part at least from the wide price 
ranges of high period equities in broad market 
swings. While percentagewise no change has oc- 
curred in chances for capital gains and losses, the 
lower prices now prevalent fluctuate in a much nar- 
rower range that promotes more confidence by the 
general public. Investors, though, must accustom 
themselves to think in terms of percent rather than 
the old practice of associating point gains or losses 
with mere dollars per share. 

Aside from the price aspect, the main study of 
stock-splits must be directed to their motivation and 
their long-term effect on the portfolios of investors. 
The glamour so often attached to a prospective split- 
up in the shares of a corporation is more often false 
but sometimes has a sound foundation. The spurt in 
price that frequently attended the announcement 
































that directors have proposed to cut the capital pie 
ordinarily is primed by the notion of getting some- 
thing for nothing, or that income will be swelled by 
maintenance of the same dividend rate on the en- 
larged number of shares to be outstanding. In other 
words, it is easily taken for granted that as share 
prices hinge on yield, a stock-split per se warrants 
an immediate uptrend in quotations. Experience, 
however, has unfortunately proved the illusionary 
nature of such reasoning in the majority of cases, 
as shown by post-split market action of the shares. 

It seems useful, accordingly to probe deeply into 
the motivation responsible for the various split-ups. 
Where the pre-split price has been moderately low, 
there appears to be little valid reason to push it 
much lower by increasing the number of shares, for 
the investment appeal is not much strengthened by 
such a move and may even become weakened. In such 
a situation, there is always a chance that insiders 
have used the stock-split device as a means of stimu- 
lating market activity and enabling them to unload 
their holdings profitably on the public. Because of 
this potentiality, the Stock Exchange authorities a 
couple of years ago established restrictions on com- 
panies proposing to split their shares, by demanding 
a “show cause” excuse. 


Past Splits Often Proved Profitable 


On the other hand, many conservative manage- 
ments for decades past have split their shares, some- 
times more than once in various periods, and to the 
eventual benefit of the company interests as well as 
those of shareholders. In such situations where 
sound reasoning has prevailed, both increased in- 
come and notable appreciation have rewarded 
owners of the stock in the long run. It should be 


THE MAGAZINE OF WALL STREET 





















a 
4 
‘s 





die 
1e- 
by 
n- 
er 
re 
its 





ch 
rs 
u- 
1d 
Di: 


n- 








realized that a stock-split is closely similar to a stock 
dividend, though for some strange reason declara- 
tion of the latter seems less exciting to the specu- 
lators. 

Either device may be used to capitalize more ade- 
quately retained earnings, to apportion them over 
an increased number of shares. Had certain out- 
standing concerns with a notable growth record not 
taken such steps, current dividends on the original 
capitalization would seem fantastic and probably 
arouse undeserved public censure. Through split- 
ups, though, this has been avoided, as well as the 
disadvantage of having the company shares quoted 
at prices far out of reach for the average investor. 


Basic Motives 


Undoubtedly, the basic motive of most soundly 
managed concerns is splitting up the company 
shares is to attract an increasing number of stock- 
holders. The larger the size of the stockholders’ list 
becomes, the better off is the management in most 
growing enterprises. If an investor, regardless of 
his wealth, risks his savings in an enterprise, he (or 
frequently she) at once becomes not only a partner 
but perhaps even an economic and political ally. The 


time may come, furthermore, when a large body of 
relatively small stockholders can and will absorb 
additional stock offerings if needed to expand work- 
ing capital. When New York Air Brake, for ex- 
ample, undertook a few years ago to sell large 
blocks of preferred and common stock to finance 
their post-war program, the company’s stockholders 
subscribed to practically all of the offerings, leaving 
little for the underwriters to distribute. 

In order to obtain a clearer picture of the varying 
influence of split-ups on the market action of the 
respective shares, we append a list of 32 prominent 
concerns that have in recent years undertaken the 
division of their shares. On this tabulation we show 
the effective dates of the stock splits, the ratio of 
the split and the market price of the shares at vari- 
ous intervals adjusted to allow for the enlarged 
capitalization. Of special interest are the quotations 
immediately preceding the effective date compared 
with a recent price. Since the general price range 
for all stocks in the period covered has not been very 
broad, the percentage gains and losses indicated on 
our table are interesting to examine. 

Let’s take a look at some of these situations, start- 
ing w ith E. I. du Pont de Nemours. Last December 
when the directors pro- (Please turn to page 305) 
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Price Trend of Shares Split in Recent Years 
Effective Perct. ae 
Date Basis Pre-Split from Pre- Sol 
of of Price, 1948-49 Recent PricetoRecent 
Company Split _ Split Adjusted High Low Price Price | 
Abbott Laboratories : Apr. 19, 1949 2tor! — 395 47Y, 31% 47\/2 +20.0% | 
Acme Steel June 16, 1949 2 for | 18!/, 27%, 17% 20 + 8.1 | 
American Chicle July 21, 1947 3 for | 55 56 38 46 —l63 | 
Beatrice Foods Oct. 25, 1949 2 for | 27 33/, 15% 331/, +23.1 
Beechnut Packing Mar. 27, 1947 3'/ for | 36 39/4 30% 32 ait | 
Bethlehem Steel Jan. 19, 1948 3 for | 3217, 395, 23, 30% —67 | 
Bigelow-Sanford Carpet Apr. 28, 1948 2 for | 31'/ 37'/, 22'/, 22%, = —30. o | 
Bliss (E. W.) Co. Aug. 19, 1948 2 for | 14\/, 17/, 8% 2V, 14.0 __—i'| 
Caterpillar Tractor May 27, 1949 2 for | 28%, 34/2 25 33% +16.1 
Crown Cork and Seal Jan. 29, 1948 2 for | 22\/4 26!/g 13% 1634 ——e 
Cudahy Packing | Sept. 17, 1947 3 for | 17% 13% 5%, 75 ——s 
Duplan Corp. gic. 7, (GAT 2forl  _—sIb 18 8h 13% —14.8 | 
Du Pont ‘June 16,1949) 4 for | 44. 63%, 4 60/s +363 | 
Eaton Mfg. Dec. I, 1949/ 2 for | 33% 349% 21% 29/2 a 
Food Machinery & Chanienl Jan. 12, 1948 2 for | 40!/, 474, 20% 28\/, —30.2 
Glidden Co. Oct. 24, 1947 2 for | 24 28 19% 23% —15 
Hershey Chocolate . Sept. 15, 1947 3 for | 35'4 40 25'/4 395%, +9 | 
Ingersoll Rand . June 9, 1948 2 for | 75 779%, 55 67/4 —10.3 
Interchemical . May 4, 1948 2 for | 22/4 23'2 125 18!/, —!7.0 | 
International Harvester June 7, 1948 3 for | 33 34/, 22%, 28 —I5.1 | 
Lion Oil May 5, 1949 2 for | 215% 33% 14g 30 +38.7 = 
Merck & Co... Apr. 20, 1949 2 for | 29/4 41%, 22\/4 41 +40.0 | 
Mullins Mfg. . Oct. 22, 1948 2 for | 15! 16% A/2 12%, —I5.7 | 
National Enameling & Stamping * Nov. 19, 1948 4 for | 13 14! 7s 8! ——37.0 | 
Paraffine Companies . Febr. 20, 1948 3 for | 22% 28 15'/ 18% — $4 
A. O. Smith Apr. 12, 1948 2 for | 29/4 351/5 19 293, £12 | 
| Union Carbide & Carbon s May 17, 1948 3 for | 41Y/p 43Y/4 31 43 +35 | 
I Union Pacific ........... ne ~ “aes 2 for | 94 96\/s 73/4 82%, te | 
U. S. Steel... June 3, 1949 3 for | 22 29 20"/4 251/> +160 | 
Warren Petroleum cece Lee ww Jan. 2, 1948 2 for | 25/4 34%, 14 * 17% —30.0 
Wesson Oil & cain. eed imran Aug. 2, 1948 2 for | 30! 34! 19/4 27 TT 
Worthington Pump & Madiinecs Siiokicianat oe) Ve eae 3 for | 21, 25%, 1134 16!/g —25.0 
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Washingt : e 
mee pedeee JOHN L. 


LABOR DEPARTMENT intently watching Britain’s ex- 
perience with an attempted wage freeze which is be- 
lieved to be essential to make pound devaluation work 
as contemplated, apparently has overlooked develop- 





WASHINGTON SEES: 


Wall Street will bring socialism to the United 
States, runs the surprising charge by the United 
Mine Workers in what appears to be a complete 
reversal of the position formerly taken by the 
unions, namely, that financial domination by the 
banking and investment houses is preventing a 
more equitable sharing of the fruits of labor. 


Mouthpiece of John L. Lewis, “The United Mine 
Workers Journal,” broadens its attack to say that 
not only federal but also state regulatory bodies 
are dominated by key officials whose loyalty be- 
longs to the corporations rather than to the pub- 
lic law. . 


Argument of the “Journal” runs along this line: 
under the joint Wall Street-SEC throttling process 
of independent financing, independent business 
has turned increasingly toward insurance compan- 
ies and the government for loans. The socialistic 
process will set it, says the union, when government 
eventually becomes “banker to the nation.” In- 
herent in the blast just released from Washington 
headquarters is the suggestion that the trend must 
be reversed if socialism is to be avoided; and if 
the argument is logically pursued that would mean 
return of business financing to the very source 
which Lewis’ propaganda outlet casts as the villain 
in the piece. 


UMW, it must be borne in mind, is smarting 
under two recent reversals: 1. The requirement that 
it dig down in its treasury to pay the million dol- 
lar-plus fine imposed by the District of Columbia 
court—a penalty the union thought would be for- 
given. 2. A strike that failed, at least in part. 
Seeking new targets, it came up with the old one 
but seemingly, has reversed its field! 











LEWIS vs. WALL STREET 


By E. K. T. 


ments nearer to this country, in Canada, where there 
also has been currency devaluation, to be specific. The 
wage freeze in England is bursting at the seams, but 
in Canada it already has broken through. Cotton tex- 
tile mill operators at Welland, Ont., have given in to 
wage demands and have increased social benefits, 
abandoning the original insistance that labor accept 
a five per cent pay cut. It was the test case of stabiliz- 
ing wages at current rates. Failing, it sets the pat- 
tern for much of Dominion industry. 


MOVING quietly but with intense determination, labor 
unions are plotting the retirement of a relatively ob- 
scure government official who, despite his passion for 
anonymity looms large in administration of labor- 
management statutes. The National Labor Relations 
Board has had numerous splits, three-to-two votes 
against labor union respondents. Board Member J. 
Copeland Gray has been found on the side of manage- 
ment in too many cases, the union leaders protest. 
And it happens that his term of office expires this 
year. His displacement under labor’s dictation is be- 
ing demanded with the specification: “An outstand- 
ing, liberal labor relations expert of the stature of 
former members Leiserson or Millis.” 


COAL MINERS are paying a heavy price for the vaca- 
tions John L. Lewis has given them this year. There 
have been 234 working days this year but the pits 
have been idle 80 of those days on order of the UMW 
chief. The loss per miner has been averaged at $1,200. 
They lost two weeks last March while Lewis protested 
appointment of Dr. James Boyd as Director of Mines; 
one week in June was a “stabilizing period of inac- 
tion; a three-day week was instituted in July; in 
in September there wag a layoff to enforce pen- 
sion, welfare and other demands; on Nov. 9 the men 
went back to work and it’s a three-day week again. 
Miners are reported growing restive, with reason. 


WHOLLY ASIDE from its social implications, the new 
federal policy of denying FHA home financing to any 
“racially restricted housing” is causing a furor which 
is bound to have political repercussions unfavorable 
to the Administration. Either the new order must be 
written to carry out the Presidential promise to the 
(Please turn to page 300) 


THE MAGAZINE OF WALL STREET 





















hi € Wl 


7 


an. i 


ao ie a 










.~ 
~ 
= 
ba 

—s 

o~ 

——S 

~*~ 
~= 

= 
~*~ 

~ 

~ 

= 

- 

f ~ 
, i 
a” 

~ > 
~ 

= 
~~ 
. 

hy! 
~_— 

— 











cae di - i aw } y sere 2, J ts ) , , , : _ , ice a 


ve ot) haf) 14/— 








2A O,der Sterewith 


oe .. CA tebe rif 


HAP NM 0» 


we 


President Truman is about to admit publicly 
what most of his predecessors privately conceded: it isn't 
possible to run the agencies of government efficiently 
if too much reliance is placed upon Cabinet members as 
the operating heads. Places in the Cabinet have been 
notoriously the rewards for donations of one type or 
another to the political success of the nominator, and 
experience in the affected fields hasn't been a considera- 
tion always. Now, the White House is readying a 
recommendation to congress that each department of 
Cabinet status have an assistant secretary for adminis- 


tration, a job to be filled by a career employee. 
































Cabinet, Jesse M. Donaldson, the Postmaster General. 
Treasury Secretary Snyder held minor government 
appointments but none was even in Washington, let alone 
of Treasury status, until he became head of that agency. 

















the commission on government reorganization. President Truman will go Mr. Hoover 
one better by proposing that there not only be an assistant secretary for adminis- 


tration, but also that his job be taken out of politics. Senate confirmation would 
not be required, tenure would be "during good behavior." 














Louis Johnson, Secretary for Defense, is authority for the statement that 
operation of the military forces has not been adversely affected by the discharge 
of more than 100,000 employees in those bureaus. Johnson has set a goal of 135,000 
separations from the federal payroll, and he probably will hit that target by Jan. l. 
In addition to the full-time workers dropped, 12,000 reserve officers who were on 
active duty have been given their walking papers and the jobs taken over by 


regular army personnel. Again, Johnson assures, without interference with the 
defense program. 


























The Defense Secretary is thoroughly convinced he can operate in 1950 














process, make the "economy-minded" congress look a bit silly. Defense actually 
received more money than it, the White House, or the Budget Bureau asked. There was 
a disposition on the part of Capitol Hill to be generous -- jobs were involved. 
Now that the jobs are being liquidated and billions saved, congressmen still aren't 


Satisfied. The odd spectacle of federal savings being blasted is in sight for 
the next session. 





























The statistics are compiled by individual groups of manufacturers and will be 
published in 82 separate industry reports. The enumeration contains data on motor 
vehicle use for all establishments engaged in manufacturing. It does not include 
vehicles operated by trucking companies providing service to factories, nor farm 
trucks, passenger cars, buses, or industrial tractors. Since this is the first 














census of its kind there naturally are no data by which comparisons can be made or 
the switch to trucks from other forms of transportation analyzed. 











In the heat of discussion about "socialized medicine," sight is being lost 
of something closely akin: "socialized lawyer-ing." American Bar Association, 
with the aid of the Carnegie Foundation, has conducted a study on how every person 
may have legal advice at low cost, with benefits going to the profession as well as 
the public. Unlike the national health insurance act, 
about it, no payroll tax. 
is lost, at least in part. 

















there's nothing compulsory 
On the other hand, free choice of professional servant 











Here's how it would work: the prospective litigant goes to a central 
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registered with the system. There he makes a deal on retainer, or, if an amount 
cannot be agreed upon, the central office fixes the fee. The objective, say the 
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"preventive medicine." 





Farm financing will undergo revolutionary change in the next decade, is 
the warning of the National Association of Real Estate Boards, based upon studies 
just completed. Mechanized farming, advanced scientific methods, have resulted in 
higher production per acre, less farm labor. This process cannot continue beyond 
10 years without forcing the cutting up of large holdings into smaller tracts, will 
bring on part-time, absentee farming, say the realtors and they're beginning to 
adjust their operations to be ready for the change. 


Another development found in the realty business is the purchase of 
industrial sites in smaller communities by speculators who believe the "atomic age" 
will encourage the dispersal of industry which several official agencies now are 
advocating, and industry cannot stand out against it. Distribution of plant has 
been delayed by regulatory laws on freight rates and by local labor conditions, but 
the far-seeing real estate men appear to consider it a good investment to tie up 
desirable sites, and the rush is on. 


















































But the real estate group has a more immediate problem. Currently it is 
Target 1 for the house committee investigation of lobbying practices. NAREB has 
registered as a lobby, as has its spokesmen before congressional committees. The 
Administration hasn't forgotten what it did to thin down the rent control and housing 
laws in the current congress, is out to find whether compliance with the Lobby 
Registration Act has been complete. Rep. Frank Buchanan of Pennsylvania, committee 
chairman, has agents working on the "project" and it will have an early break on 
Capitol Hill. 


ECA Administrator Paul G. Hoffman admits he's becoming irked at the re- 
peated protests that importation of merchandise from Marshall Plan countries is 
“importing unemployment." How, Hoffman demands to know, can the maximum planned 
import of 2 billion dollars have a serious impact on the economy of a country with a 
national annual product of 254 billion dollars? And, he adds, attainment of a 2 
billion dollar take from abroad would be less, proportionately, than the amount 
received at these shores before the war. 


ECA reportedly will ask other lines of business to follow the recent 
example of the National Retail Dry Goods Association, which made a nationwide survey 
of its stores and reported, item by item, price by price, and specification by 
Specification, the merchandise it would be willing to buy from the beneficiary 
countries. Fourteen general groups of merchandise were named and broken down into 
Separate commodities. These did not include so-called luxury merchandise for which 
there was reported to be a continuing demand -- foods, wines, toys, etc. 
Complimenting the trade association, Hoffman said: "This is putting it right 
on the line!" 

























































































The multi-billion dollar industry put in a plug for relief from interference 
in business operations by others -- particularly government. Elimination or 
minimization of artificial trade barriers was asked. Necessary to a healthy economy 
also, said the store-keepers, is solution of the problems of currency restriction, 
production quotas, export quotas, tariffs, customs requirements and government 
red-tape in general. 























After several faltering starts, the national public housing program 








planning 134,500 low-rent housing units. Similar loans are in negotiation for 100 
additional cities. The local communities will finance one-half the cost. Existence 
of a federal housing program will not be brought directly home to most parts of the 
country: the 208 cities definitely in are a minor fraction of the 45,000 communities 
in the United States large enough to have their own post offices. 
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“Dark Continent” 


By V. L. HOROTH 


One of the postwar projects greatly appeal- 
ing to the imagination of Europeans and Americans 
concerns a more vigorous development of the eco- 
nomic wealth of the “Dark Continent”—a romantic 
and today wholly historical name for tropical Africa 
or the Africa of “colonial empires.” As one of the 
least developed regions of the Western World, tropi- 
cal Africa is regarded not only as a great potential 
source of foodstuffs and strategic raw materials, 
but as an equally great potential market for the 
West’s industrial products. 

A number of recent happenings have intensified 
the interest in the development of the resources of 
tropical Africa. One of these was the capture of 
China by the communists, and the probability that 
the outlook in the neighboring ,countries of South- 
eastern Asia will continue to be unsettled. Unless 
the spread of communism is halted, and unless the 
new native states are friendlier to foreign capital 
than they have been thus far, it is doubtful that the 
economy of Southeastern Asia will be fully restored 
to the role it had played before the war as the source 
of a great variety of tropical foodstuffs and raw 
materials, and as a market for Western products. 
Hence the urgent need for the development of a 
similar region elsewhere. “The Africa of colonial 
empires,” with stable, benevolent governments and 
with a rapidly expanding population for which em- 
ployment will have to be provided, appears to fill 
the bill. 

The dollar shortage of Western European coun- 
tries is another development indicating that much 
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more attention will be paid in the future to tropical 
Africa. There is a good chance not only of saving 
dollars by expanding the cultivation of coffee, 
tobacco, and oil-seed plants, but also of earning 
more dollars by pushing the exploitation of such 
African resources as mica, chrome, ore, tungsten 
and columbium, copper, tin, industrial diamonds, 
and many others. 

“Dark Africa’ has also recently come in for a 
second look as an expanding market for industrial 
products, now that the industrial production of 
Western Europe exceeds the 1938 level by more than 
20 per cent. The trend of African purchases in 
Western Europe and in the United States will be 
seen from the first of the accompanying tables. The 
purchases from Western Europe, which were about 
$1 billion in 1938, rose to $2 billion in 1947, and to 
$2.7 billion in 1948. This year, with European goods 
more plentiful and dollars scarce, Africa is expected 
to buy at least $314, billion of Europe’s total exports. 


Africa’s Trade with U.S.A. 


In contrast with the above trend, Africa’s pur- 
chases in the United States shot from the 1938 
figure of about $120 million to $820 million in 1947. 
The purchases declined in 1948, and this year we 
shall probably sell not much more than $600 million 
worth of goods. Tropical Africa proper is now earn- 
ing more dollars than she is using up. In view of all 
this, what are the future possibilities of the “dark 
Continent” as a potential market and as a source of 
strategic raw materials? What progress can be ex- 
pected ? But let us first define the area geographically. 
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TABLE | 








African Trade with U. S. and Europe 


(In millions of dollars) 





— African Exports — 


—African Imports— 
1947 1948 


1938 41947 1948 1938 





TRADE WITH U. S. 


All Africa: ........ 118 821 785 54 327 407 
Union of S. A.......... 72 414 492 19 Ht 135 
North Africa .......... 23 172 121 I 37 44 


Tropical Africa ...... 23 235 172 24 179 228 
TRADE WITH EUROPE 








(All Africa) 

Great Britain ............. 361 770 1,134 247 608 975 
eee: . | 696 849 274 675 881 
Belgium ..................... 60 135 172 67 155 166 
Rope ee 106 115 6 84 93 
SE eee 149 57 84 42 100 66 
Ronmege 50 48 14 38 36 
All others ........ . 174 167 262 227 192 360 

Tota Europe 975 1,981 2,664 877 1,852 2,577 

















In the first place, let it be said that there’s nothing - 


very “dark” about tropical Africa, with most of the 
commercially important regions now easily acces- 
sible either by plane, or by railroad, or by auto- 
mobile over hundreds of thousands of miles of per- 
fectly good roads. Tropical Africa is a belt of Brit- 
ish, French, Belgian, Spanish, Portuguese, and 
Italian colonies and territories, together with two 
native states, Ethiopia and Liberia. Where it is 
widest, this belt stretches some 4,000 miles from the 
Atlantic to the Indian Ocean, and it stretches nearly 
3,000 miles from the Anglo-Egyptian Sudan in the 
north, to the Union of South Africa in the south. 
This area is about 214 times as large as Continental 
United States and about six times as large as West- 
ern Europe. 


Mediterranean Africa 


The so-called ‘Mediterranean Africa” to the 
north, comprising Egypt, Lybia, Tripolitania, and 
French North Africa, was “opened up” two or three 
milleniums ago by the old Egyptians, the Phoeni- 
cians and the Romans. The territories of the Union 
of South Africa, in the extreme south, were “opened 
up” some 150 years ago by the Dutch and the Brit- 
ish. The Union is now a highly prosperous, modern 
state with aspirations of her own in tropical Africa. 

The population of these colonial empires is cur- 
rently estimated at about 120 million, about the 
same figure as for South America. What is note- 
worthy about this population, from the viewpoint 
of future market potentialities, is that it is increas- 
ing at a rate faster than that of the rest of the 
world. The annual rate of increase is close to 2 mil- 
lion. It may be noted that, for example, the popu- 
lation of British Colonial Africa (including the 
Dominion of Southern Rhodesia) increased almost 
20 millions in about twenty years. 

Considering that the income of this population 
has also increased, the possibilities of tropical 
Africa as an expanding market for industrial prod- 
ucts is encouraging indeed. But the urbanization, 
the industrialization, the breaking up of tribal units, 
and other impacts on a relatively primitive society 
are creating a host of social and economic prob- 
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lems which will have to be solved or eased, if the 
native is not to be turned into a ready-made stooge 
for the communists. Recent troubles in British 
Nigeria, one of the most thickly settled areas in 
tropical Africa, are indicative of the danger of 
communist propaganda among people emerging 
from a tribal society and learning self-government. 

The individual European countries have been 
pushing on for some time with plans for the develop- 
ment of their African empires. In Great Britain, 
three Colonial Development Acts were passed, in 
1929, 1940, and 1945, setting aside £1 million, £55 
million, and £120 million respectively, for develop- 
ments ranging from housing and education to pro- 
viding public works and transportation facilities. 
In 1948, another Act set up two Government corpo- 
rations, the Colonial Development Corporation and 
the Overseas Food Corporation, with the right to 
borrow and spend on various projects up to £110 
million and £55 million respectively. 

In France, the Government set aside about $200 
million for colonial development by an agency known 
as FIDES. The Belgian and Portuguese Government 
contributions, aside from private investments, were 
about $80 million and $50 million. 

The star project of the British Government-owned 
Overseas Food Corporation has been the so-called 
“East African Groundnuts Scheme,” which envis- 
aged the cultivation of about 314 million acres of 
largely uninhabited bush land in Tanganyika, 
Northern Rhodesia, and Kenya. The project was to 
cost about £25 million, and a private enterprise, the 
United Africa Company, was to see the project 
through the initial stage. The final products, pea- 
nuts, sunflower and sesame oil, were to ease Brit- 
ain’s critical shortage of oils and fats. 

The scheme proved to be a tough “nut” from the 
very start. Skilled labor was scarce, tractors broke 
down, and transport facilities have been grossly in- 
adequate. The nearby ports in Tanganyika and the 
Portuguese colony, Mozambique — also serving as 
outlets for copper, chrome ore, sisal, coal, and as- 
bestos exports — soon became congested, and new 
construction has presented difficulties. Confusion 
apparently also prevails on local railways. 

According to a report recently submited to the 
British Parliament, the peanut venture has all but 
collapsed. Although the Overseas Food Corporation 
has spent practicaly the whole allotted amount, only 
about 50,000 acres have been put under cultivation. 
The actual cost of clearing an acre was found to be 
10 times as high as anticipated. The revised version 
of the scheme now calls for planting of only 600,000 
acres, at a cost of £50 million. 


Lessons from ‘‘Peanut Failure’’ 


Several lessons can be drawn from the “ground- 
nuts scheme’”’ failure. In the first place, it has clearly 
shown the inaptitude of a government, and speci- 
fically of the Labor Government, as an entrepre- 
neur. Second, it has shown that the development of 
tropical Africa will be more difficult than has been 
generally anticipated. To be successful, a venture 
like the Tanganyika peanut scheme will have to be 
accompanied by the development of transportation 
facilities and harbors as well as by projects aiming 
at the training of the natives, health improvement, 
etc. So far as the United States is concerned, the 
peanut venture is a warning against hasty commit- 
ments under the Point Four Program. 
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The great weakness of the African transportation 
system is the lack of inter-connection between the 
existing railway and highway systems, which basi- 
cally remain feeder lines for ports. There has been 
little integration of transportation even among the 
colonies of the same power. In recent years, British, 
French, Belgian, and Portguese colonial administra- 
tors have begun to consult together, but much re- 
mains to be done in the way of inter-African 
colonial economic integration. In fact, the economic 
integration of Western Europe must be accompanied 
by that of African colonies. 


Inadequate Railroad Facilities 


As things stand now, for example, there are about 
five different railway systems in British East Africa 
alone, no two of them interconnected. Hence the 
need of building a trunk road that would connect all 
these systems with the Rhodesian, Congolese and 
Sudanese railways. This will facilitate the movement 
of labor and spur inter-African trade which has 
been insignificant. Better distribution of colonial 
food surpluses must also be facilitated if a large- 
scale exploitation of resources is to begin. 

In this respect it may be noted that the French 
have revived that perennial dream of the French 
Colonia] Office, the trans-Saharan railway project, 
on which some work was done during the war. The 
railway would be about 2,000 miles long, running 
from Colom-Bechar in Algeriato Gao on the Niger 
river. The enormous cost — some 70 billion francs, 
or over $200 million — would be difficult to justify 
economically, though not strategically, unless the 
rapidly growing population in French North Africa 
is forced to fall back more and more on the surplus 
foodstuffs raised in French West Africa. It is 
claimed that the trans-Saharan railway would tap 
some rich coal and manganese deposits in Southern 
Algeria, and important phosphate and 
potash deposits in the Southern Sahara. An 


ore and asbestos mining activities in the Rhodesias, 
of tin extraction in the Cameroons, and bauxite 
mining on the Gold Coast, where plans have now 
been advanced for the local extraction of alumina, 
utilizing the hydroelectric power of the Volta River. 
Large deposits of iron ore are being reported from 
various parts of Africa from French Guinea down 


‘to the Rhodesias. Important deposits in Liberia are 


ready for exploitation. 

There is a host of projects aiming at the expan- 
sion of food production not only for export to West- 
ern Europe, as was the famous “groundnuts 
scheme,” but also to provide the natives with more 
and better balanced food. The discovery and large 
scale production of a new drug, antrycide, which is 
effective against diseases transmitted by the tsetse 
fly, promises to permit the opening up of millions of 
acres of excellent grassland for cattle raising and 
for cultivation, largely in British East Africa. 


Other Projects 


The drive to save dollars will very likely result in 
the extension of tobacco growing in the Rhodesias, 
which are already supplying about one-fifth of 
Britain’s tobacco consumption. The extension of cof- 
fee growing through the Belgian Congo, the Cam- 
eroons, and British East Africa in particular is a 
foregone conclusion, in view of the present high 
prices. As will be seen from the accompanying 
table, Africa already contributes about 4 million bags 
of coffee in international trade. 

Cotton cultivation received a setback during the 
war when the lack of shipping prevented the move- 
ment of cotton to Europe. But overall cotton produc- 
tion is now back at the prewar level, with the Por- 
tuguese and French West African colonies pushing 
their output. The introduction of cotton mills, which 
is not far off, is bound (Please turn to page 302) 


TABLE II 











American mission is now in French North 
Africa, investigating the possibilities of ex- 
panding mining operations there. 


Africa: Production of Major Products 








The development of the hydro-electric Prewor__'1947 __—‘1948 
power of African rivers wherever they fall |} METALS AND MINERALS, 
off the central table-land also looms impor- Copper (000 tons) 373(a) 380 403 
tant among the projects designed to increase Lead . (000 tons) 27(a) 27 36 
the economic wealth of tropical Africa. The Zinc . (000 tons) 14(a) 21 22 
largest of these projects, on which work al- Tin metal (000 tons) 2.3(a) 4.2 4.5 
ready started, is the utilization of the Owen Manganese ore (000 tons) 597(a) 503 574 
Falls on the Upper Nile in Uganda. Agree- Chrome ore (000 tons) 211 (a) 259 400 
ment with Egypt on water utilization has Gold (000,000 oz.) 13.9(a) 12.8 13.3 


apparently been reached; three power units 
are to be installed by 1953. The power is to 
be used for Uganda’s cotton mills, for refin- Sisal 


Diamonds 


INDUSTRIAL RAW MATERIALS 


(000,000 carats) 9.34(a) 9.30 





| (000 tons) 243(b) 205 

ing copper from the newly discovered de- Cotton (000 tons) 192(c¢) 200 200 
posits, and for treating native phosphates. of which Congo 33 39 40 
Another huge hydroelectric project is French Equat. Africa 7 17 25 
planned in British “Capricorn” Africa on Brit. East Africa 72 49 38 
the Zambezi River. The generated power Tobacco (000,000 Ibs.) 125(c) 185 203 
— used largely by copper refineries in Rubber (000 tons) 12(d) 42 

e Rhodesias. 

The development of tropical Africa’s min- se aga — 2.602 4200 (3784 
eral resources has unquestionably been eine = _ np sie Saal 
speeded up by the devaluation of the pound sagt apni a 1 ; 
sterling. The extension of copper mining in Veg. oils and fots (000,000 tons) 2.06(b) 1.98 2.11 
the Rhodesias, the Belgian Congo, and Wheat and grains (000,000 tons) 9.6(b) 10.2 11.5 
Uganda is first on the list. Next will prob- 4 age eho 

; ~ NEXT (b)—1934-38. (e)—1936-40. 
ably come the new lead deposits in Uganda (c)—1935-39. 








and Tanganyika and the extension of chrome 
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Prospects for 


Automobile Industry 


— LOOKING INTO 1950 
By GEORGE L. MERTON 


i = experience of automobile manufacturers in 
estabushing all-time high production records in the 
current year has confounded many pessimists who 
earlier in 1949 predicted reduced output in the second 
half. Evidence is accumulating that these conserva- 
tive estimates must now be revised to apply to 1950 
rather than the current year. The supporting facts 
for this assertion are so strong that they appear to 
have injected considerable confidence into the general 
economic outlook, because the automotive industry 
ranks only second to food in its importance to the 
overall-economy. 

By producing 5.4 million cars and trucks in the first 
ten months of 1949, the industry broke all records for 
a full year in its previous history. The figure men- 
tioned exceeded the former high of 1929 by more than 
72,000 units. More significantly, August sales by U. S. 
plants of motor vehicles reached 657,664 units, high- 
est for any month on record, and was followed by sales 
of 626,180 units in September, usually a month influ- 
enced by seasonal factors. Despite growing signs of a 
steel strike and preparations for model change-overs, 
October production totaled 572,917 units, 16% above 
the same month in 1948. To envisage the magnitude of 
vehicle output in the first ten months, the Automobile 
Manufacturers Association has estimated that 52 
motor vehicles per minute rolled off the assembly lines 
each working day. 

Because of steel shortages, actual or threatened by 
the steel strike, together with layoffs for model 
change-overs, it is estimated that 429,500 cars and 
trucks were produced in November and that Decem- 
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ber output may total around 368,000. The 
impact of reduced steel supplies has been 
cumulative and tended to disrupt schedules 
of many important parts suppliers as well as 
car manufacturers. This situation is only 
temporary, though, and in many plants em- 
ployees are being called back to their jobs 
sooner than had been expected. On balance 
it looks as if between United States and 
Canadian manufacturers, according to 
Ward’s Automotive Reports, total output of passen- 
ger cars through November has been slightly more 
than 5 million compared with about 3.7 million in 
the same span last year, and that of trucks 1,050,000 
versus 1,370,000 units in the respective periods. 

In one respect the current reduced production has 
proved beneficial to the industry. This is because deal- 
ers’ stocks of passenger cars on hand had risen to 
around 700,000 about two months ago, a level that was 
becoming somewhat over-abundant, although permit- 
ting desirably rapid retail deliveries. But with the 
specter of another round of deferred deliveries again 
looming up, consumer buying took a decided spurt. 
Due to this factor, stocks of dealers have been rapidly 
depleted, paving the way for above average orders to 
refill pipelines until supply once more becomes better 
balanced with demand. 


No Early Over-Supply in Sight 


It seems pretty clear that this goal will not be 
reached until at least a few months have elapsed in 
1950, perhaps not until midyear. A strengthening fac- 
tor for this surmise is that potential car buyers are 
already awaiting a chance to inspect and appraise the 
1950 models, only a few of which have thus far heen 
placed on view. Aside from normal replacement re- 
quirements, accordingly, the purchasing tide will be 
swelled in coming months as the new and improved 
car models become available. 

Near the close of every year, it is customary for 
trade analysts to study the road ahead for various in- 
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dustries in an attempt to forecast their demand and 
supply factors. As regards the automobile industry, 
the Federal Reserve System has been forehanded in 
having made an extensive survey for it of latent de- 
mand for automobiles and the adequacy of buying 
power. This study was undertaken by the University 
of Michigan for the FRB. In brief, this analysis 
showed that as of July 1949, consumer intentions to 
buy automobiles during the ensuing 12 months pe- 
riod were quite as strong as they had been at the 
beginning of the year. If realized, these intentions 
would indicate continued high level sales through 
the middle of 1950. The computations involve pas- 
senger cars only, or station wagons, without consid- 
ering trucks, taxicabs, etc. 


1941 pattern and a consequent important prop to 
sales of new cars. 

Furthermore, the present financial status of con- 
sumers compared with pre-war, in terms of both in- 
come and liquid assets, has improved so much, that 
the frequency of car ownership may logically in- 
crease. Aside from this factor, it has become clear 
that the proportion of cars owned by consumers of 
more limited income has increased steadily com- 
pared with the top income group. 

Looking beyond the turn of the year, it is impor- 
tant to realize that until a far larger proportion of 
fairly new cars are on the roads, the demand for 
replacement parts will remain very substantial. On 
this class of business, profit margins are a good deal 












































































































































All during postwar, investors have been aware of wider than on sales of new vehicles. While sales of 
the predominant number of over-age cars on the trucks in the current year reflect slackening demand 
road, but apparently have anticipated that this sup- compared with 1948, indeed by around 20%, output 
porting influence of sales would vanish more speedily of more than one million units in 1949 shows what a 
than seems to be the case. Of the 27 million cars large market still exists. 
running at the beginning of 1949, only about one- Sales of trucks in the fall began to spurt and 
fourth were postwar models, three years old or less. while competition in this field will be intense, some 
Approximately another fourth were from seven of the leading producers are optimistic over the out- 
to nine years old or of 1940-42 vintage. This left look for 1950. International Harvester Corporation, 
slightly less than half the outstanding number with for one, has spent about $30 million in preparing to 
an age of more than nine years. enlarge its ouput of new trucks and foresees an ex- 

ator Granting that better construction of both cars cellent year ahead for this division. It is probable 
and roads has increased the useful life of passenger that more than one specialist in truck manufacture 
- cars, early this year it seemed clear that replacement that has experienced rough going in 1948 may fare 
ote of worn-out vehicles alone would create a demand better in the coming year. 
a for at least 12 million new ones within a reasonable ; ; ; 
ae time. It should be realized that due to the exigencies Slim Chance for Substantially Lower Prices 
sy of war, there are practically no “middle aged” cars 2a 
onl with which consumers can string out their replace- There appear to be slim chances that significantly 
he ment needs. Viewed from this angle, estimates of lower prices for new cars are in sight. Competition 
ie high level sales for another six months are very among the leading producers, while never keener, 
mad conservative, to say the least. oa has not yet reached a stage where sweeping price 
a The FRB estimates that average family incomes cuts have been introduced to stimulate volume. 
a, have about doubled since Pearl Harbor, whereas Where reduced prices thus far have been announced, 
dl the retail price of three low-priced cars have ad- they have been very moderate and in the main due 
ae vanced only about 65% in the same span. Of cars to elimination of extra equipment formerly included 
00 owned by urban families, about seven out of ten are’ inthe over-all price tag. Costs of labor and materials 
more than seven years old compared with only two have remained high and may tend higher, depending 
— out of ten in 1941. The Board considers this dis- on the impact of pension plans on steel prices and 
“or parity so great as to suggest a return towards the on the automobile industry itself. On the whole, 
| to 
was | 
nit- Statistical Position of Automobile and Truck Manufacturers | 
the pated =. a i 1948 Interim Reports 1949 -—————-___—” ia Price- 
ain Net Net Profit Net Net Profit Indicated Estimated Earnings | 
: | Sales Margin Net Per Sales Margin Net Per 1948 1949 Recent 1949 Net 1949 Price-Range | 
urt. = aeeetase ($ Mil.) % Share ($ Mil.) % __Share Dividend Dividend Price Per Share Ratio 948-49 
idly Autocar é $30.9 1.3 $.59 $16.6(a) $1.18(d) $.25 Nil ‘as Ni . 9 = 5% 
s to Chrysler 1,567.9 5.7 10.25 1,607.7(a) 6.0 11.22 4.00 $5.25 61 — $13.00 4.7 659%4-44Y/g 
tter Diamond T 37.5 3.0 2.64 (l6l(a) 5 2) 150 ‘100 12 50 240  19%- We 

Federal Motor Truck... = 14.1 0.9 27 8.7(a) _ (d).28(b) 40 Nil Nil 12,- - 3% 

Fruehauf Trailer 847 65 4.16 57.7(a) 41 167 1.25 200 20/4 2.00 10.2 24%4-16!/, 

General Motors nnn 4,702.0 9.4 «9.72 -4,458.0(a) 1.2 11.22 450 8.00/66) 13.00 5.0 ——72%4-50!, 

Hudson Motor Car 274.7 48 7.28 212.4(a) 3.7 4.16 70 2.20 U2 5.00 2.5 22%-9 | 

be Kaiser-Frazer : 341.6 3.0 227 63.1 (b) (d)1.78(b) Nil Nil 4\/, Nil . __15%4- 2% 
1 in Mack Trucks 109.22. 1.56  53.8(a) —_(d)158 1.50 _Nil 10% Nil _ 27- "2 
fac- Nash-Kelvinator 302.9 6.6 4.64 352.0(e) 7.4 6.04(f) 1.40 260 15% ___21%-10!/, 
are Packard Motor ........ 232.0 6.5 1.01 187.1 (a) 4.8 61 BI 50 34%, 80 4.8 5¥%- 31/4 
the Reo Motors ...... 38.3 0.3 .23 17.7(a) (d)}2.30 2.37 __Nil 834 Nil 2934- 65, | 
een Studebaker . 383.6 5.0 8.12  353.4(a) 4.8 7.32 1.75 250 25 8.00 3.1  29/4-16'/e | 
re- Twin Coach 20.6 64 0.02 11.5(a) - (d)t.14 Nil Nil 43, Nil 14/,- 4/4 | 
1 be White Motor 97.8 5.1 4.98 39.6(b) 4 27. «1.45 ~—SOLLIS «13% 50 265 24%-12'A| 
ved Willys-Overland 175.4 3.7 2.18 65.1(b) 15 30 Nil Nil 41/2 75 60 12 - 4%, 
*—Plus Stock. (d)—Deficit. | 
for (a)—9 mos. Sept. 30. (e)—Estimated for fiscal year ended Sept. 30. 
sla, (b)—6 mos. June 30. (f)—Actual net, year ended Sept. 30. | 
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there is just about as much chance for a compen- 
sating rise in prices for cars and parts as there is 
for any near term reduction. 

Students of this industry, to play safe, are again 
predicting that in the second half of next year, car 
demand will begin to decline and that 1950 sales of 
the industry may be about 10% below 1949. Even 
so, the coming year should bring very satisfactory 
profits to the well entrenched leaders, unless demand 
in the second half slackens to a point where some 
real price cutting starts. As against such a possi- 
bility, though, it must not be overlooked that insur- 
ance refunds to Veterans will pump $2.8 billion into 
the stream of commerce next January and this group 
is noted for rapidly spending its windfalls, espe- 
cially in the direction of automobiles. Hence it is 
far from visionary to assume that at this same time 
next year, the progress of the automobile industry 
on prove to have been better than antici- 
pated. 


The Export Outlook 


On the other hand, caution suggests that some 
weight must be accorded to the industry’s prospec- 
tive export sales. Because of dollar shortages, U. S. 
automobiles are barred by most foreign countries 
at present, or their sale greatly restricted by quotas, 
size or horsepower limitations. Whereas 8.6% of cars 
and trucks produced in 1948 went overseas, and as 
much as 13.4% in the first eight months of 1929, in 
the same period of 1949 the percentage dropped to 
about 5%. It is probable, though, that the $1 billion 
armament program for the European nations will 
stimulate Government purchases of cars and trucks 
in the near term and thus may expand exports. 

We append in tabular form statistical data per- 
tinent to a number of leading manufacturers of 
motor vehicles to show latest results and compari- 
sons with 1948. While the effect of the steel strike 
will be felt differently by individual concerns and 
thus obscure their final quarter operations, we have 
estimated their full year net earnings, based on the 
picture as we see it. We also present data relative 
to dividends and share prices. 
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In the keenly competitive market unfolding, Gen- 
eral Motors Corporation can be expected to hold the 


_lead as always and perhaps by an increasing margin 


over its competitors. The tremendous volume of GM 
enables the company to maintain operating mar- 
gins almost twice as wide as those of most concerns 
in the industry. Now that high conversion prices for 
steel no longer have to be paid and the supply 
promises to be ample next year, the outlook for 
satisfactory earnings in 1950 is enhanced. 

The popularity of GM cars in every price range 
is so widespread and the company’s dealer position 
so strong that the passenger car division should give 
an excellent account of itself, while truck sales also 
should continue at a high level. Important in the 
over-all picture is General Motors’ diversified output 
stemming from its Electromotive Division that holds 
a dominant position in the diesel locomotive field, 
while the subsidiaries manufacturing refrigerators, 
home appliances and automotive parts also contrib- 
ute substantially to the parent’s earnings. Now that 
GM has completed its vast expansion and moderni- 
zation program and retired its funded debt, stock- 
holders should receive a liberal share of annual earn- 
ings, though 1950 dividends may not match the $8 
per share distributed in 1949. It would not surprise 
if net earnings in the current year were around $13 
per share. 


How Chrysler Fared 


Chrysler’s auto divisions have experienced record 
sales this year, and aided by firm prices, volume of 
$1.6 billion in the first nine months exceeded the 
total for all of 1948. Similarly, net of $11.22 per 
share for the first three quarters compared favor- 
ably with $10.25 reported for the 1948 calendar 
year. Under current conditions net for all of 1949 
may also be around $13 a share. Some disappoint- 
ment has been expressed that Chrysler failed to de- 
clare a liberal year-end extra recently, as 1949 dis- 
tributions totaling $5.25 per share seemed ultra- 
conservative in relation to earnings and the com- 
pany’s strong financial status. Although no regular 
rate is paid, $1.50 per share distributed in the last 
two quarters compared with $1.25 in previous 
periods and there seems room of increased liberality. 
On the whole, the outlook for Chrysler in 1950 ap- 
pears very encouraging, to judge from the com- 
pany’s progress in the current year. 

Studebaker Corporation has become well estab- 
lished as the leading independent, though sales gains 
have not equalled those of its larger competitors in 
the current year. Even so, 1949 is certain to end 
with at an all-time peak. Rising costs and heavy 
promotional expenses, however, are likely to hold 
earnings close to the $8.12 per share reported in 
1948. Studebaker has a well balanced line of pas- 
senger cars and trucks, both of which have loyal 
followers among consumers. Payment of a $1.25 per 
share dividend on December 20 brings the total for 
1949 to $2.50 in contrast to $1.75 in 1948. and will 
leave a substantial amount of retained earnings to 
enhance working capital. The earnings-dividend 
spread is so wide that stability of quarterly pay- 
ments is indicated for some time ahead. 

Hudson Motor Car Company has developed cars 
of appealing design and construction and sales have 
consistently risen compared with a year before. Net 
earnings of $4.16 per share for nine months ended 
September 30, likewise (Please turn to page 301) 
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FOUR 
Stable Earners 
with Above 


Average Income 


comes incisively to the 
fore. The best yard- 
stick for this factor is 
a company’s past rec- 
ord for both net income 
and dividends. On the 
other hand, proper 
weight must be ac- 
corded to the present 
working capital posi- 
tion of an enterprise 
and its possible re- 
quirements in the near 
term. Choice should 
center on concerns 
whose surplus earn- 
ings, regardless of 
varying trends, can be 
comfortably passed 
along to stockholders 





SELECTED BY OUR STAFF 


—— high dividend yields on a good many 
investment grade stocks, and the flood of year-end 
disbursements, are raising in the minds of many in- 
vestors the question of just how dependable either 
might be. Obviously, with the eventual return of more 
normal market conditions, a narrowing of yields is 
bound to come. By the same token, all or part of a 
good many of the substantial year-end or extra dis- 
bursements to stockholders doubtless hold a certain 
element of “non-recurrence.” 

To those anxious to assure themselves continuous 
satisfactory income return, such a situation suggests 
the need for careful research to cull out from a long 
list of generous dividend payers equities with funda- 
mentals strong enough to minimize any likelihood of 
reduced dividends in 1950. To this end our staff has 
made a thorough study of possible candidates for in- 
clusion in this category, finally selecting the four 
concerns subsequently discussed. 

Many factors have to be considered to establish 
confidence in dividend continuity at a rate comparable 
to 1949. At the start, an industry must be chosen with 
below average vulnerability to changes in economic 
conditions and one that is essential in meeting the 
basic needs of consumers. Getting down to the com- 
pany level, our search has narrowed to concerns that 
beyond doubt have attained a strong competitive posi- 
tion within their respective groups, often fortified by 
large outlays for expansion or modernization in 
postwar. 

As dividend stability will hinge on continued satis- 
factory earnings, the element of good management 
DECEMBER 
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for business purposes. 
In this respect, policy 
as well as apparent 
need enter the picture, 
emphasizing the im- 
portance of close study. 

Among above aver- 
age dependable indus- 
tries we have picked 
the chain store group 
selling limited price 
goods in every-day de- 
mand by householders 
in the middle to lower 








income tax brackets. 
Offerings of variety 
items priced from five 
to twenty-five cents for 
economy-minded consumers assure stable volume. Of 
several strong concerns in this field, we have selected 
S. H. Kress & Company as well qualified for our 
special purposes. The food industry is another fea- 
tured with traditional stability and in this group we 
have chosen United Fruit Company, the world’s 
largest producer of bananas and a company with an 
enviable record. Dividend payments have been made 
without interruption since 1899, mainly because of 
consistently profitable operations in recessive periods. 
Such an experience promotes confidence in looking 
ahead, especially as the company’s financial status 
has shown steady improvement, while both markets 
and capacity have grown. 


Other Selections 


Manufacturers of cork products, linoleum and felt 
based floor coverings benefit from an expanding and 
relatively steady demand. In this division, Armstrong 
Cork Company has won a dominant position and cur- 
rent conditions indicate prosperous times ahead. 
Seekers for good yield with strong promise of sta- 
bility will also find a suitable field among public utili- 
ties under current market conditions. Pacific Gas & 
Electric Company, based on our research, seems to 
have all the fundamentals required by our study. 

On pages 282 and 283 we present statistical data 
and brief comments on each of the four concerns we 
have mentioned. For timing of purchases we suggest 
that our readers follow the market advice of A. T. 
Miller appearing regularly in each issue of the 
Magazine. 
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UNITED FRUIT COMPANY 


BUSINESS: The bulk of the world supply of bananas comes from the plan- 
tations of United Fruit Company in the Caribbean and Central American 
countries. Company-owned railroads and a large fleet of steamships pro- 
vide transportation. Production and refining of sugar is also an important 
activity, and an extensive radio system is operated. 


OUTLOOK: The more than half century experience of United Fruit Com- 
pany in banana culture and distribution has been consistently successful 
because the nutritive value and taste of this fruit have carried unusual 
appeal and at all times the price has been kept low. The popularity of the 
product is well shown by the fact that despite a vast increase in plantings, 
demand still exceeds the available supply. Competition is restricted by the 
intricacies of obtaining foreign concessions, and the large capital needed 
at the production and transportation ends. The company's modern fleet of 
52 combination passenger and refrigerator ships operating under British 
and American flags should continue to diversify income sources, while im- 
proved agricultural methods have enabled it to progress with the culture 
of oil palm nuts and cacao, the demand for which is always substantial. 
Looking ahead, there seems strong evidence that this concern’s unusually 
strong trade position, experience and sound finances will assure stable 
earnings for an indefinite period. Aside from the prospect for large 
domestic sales, the outlook for foreign volume is good, though currency 
devaluations are a temporary problem. 


DIVIDENDS: Payments have been made without interruption since 1899 
and at times exceeded earnings in a given year. In the past 22 years, no 
less than $2 per share was paid in any period on stock then outstanding. 
Payments in 1949 will total $4 a share, including extras. 


MARKET ACTION: Recent price of 53 compares with a 1949 high of 5434 
and a low of 44!/,. The current yield is 7!//2%. 


COMPARATIVE BALANCE SHEET ITEMS 


January 4, December 31, 
8 


















1941 194 Change 
ASSETS (000 omitted) 
RR een ERAS ae Binns erect $ 14,192 $ 27,369 +$ 13,177 
Marketable Securities ...................... : 11,198 4,429 — 6,769 
NINN UNION 6. Sccivitvisacbexsevdeststcceosbace 5,962 13,013 ae 7,051 
Inventories sas 4,310 9,360 oe 5,050 
TOTAL CURRENT ASSETG......................... 35,662 54,171 + 18,509 
Property, Ships & Equipment, (at cost) 257,969 325,603 + 67,634 
MIIINIER  savsastscscapensnevesecoutes Koatcaccnanxes 13,890 17,128 + 3,238 
Other Assets .................. : 32,668 52,661 + 19,993 
TOTAL ASSETS $340,189 $449,563 +$109,374 
LIABILITIES 
Accounts Payable .................................. $ 3,862 $ 8,690 +$ 4,828 
RR a 5,928 8,360 4. 2,432 
Income Tax Accruals.... - 4,623 9,460 ot 4,837 
TOTAL CURRENT ASSETS.......................... 14,413 26,510 + 12,097 
Reserves for Depreciation...................... 154,085 157,879 4 3,794 
Other Reserves 14,412 28,182 + 13,770 
Se NOD ose x pnsesvbvsnivnsessnceosesssvess 962 1,915 a 953 
SD DON 5 8s ses tvs cvanpntpens sin upeisaeee 118,499 200,000 + 81,501 
Surplus 37,818 35,077 ~~ 2,741 
SN NUE cocccesesccinescoonsxepecuscot $340,189 $449,563 +$109,374 
| $ 21,249 $ 27,661 +$ 6,412 
IE MRINEIED oinc5cspssebvnccocspocvnovesecdssves 2.4 2.0 —- 4 
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ARMSTRONG CORK COMPANY 


BUSINESS: Company is the leading producer of various cork products, and 
a prominent manufacturer of linoleum, glats containers, fire brick, molded 
plastic closures, crown caps, felt based floorings and other specialties. The 
business is conducted on a world-wide scale. 

OUTLOOK: The operations of Armstrong Cork embrace so many activities 
and serve such broad markets that the diversification should continue to 
stabilize sales and earnings in substantial degree. Following an all-time 
record year in 1948, volume and earnings in the first six months of 1949 
receded somewhat, but mainly due to factors common to most industries. 
A pick-up in the third quarter, brought sales of $40.8 million compared 
with $41.8 million the year before, indicative of substantial recovery but 
also of more normal conditions. That the management is confident of its 
position and foresees large opportunities ahead has been shown by plans 
to spend $1.8 million for a new plant and to borrow up to $25 million, if 
necessary, for further expansion in the not distant future. As net property 
account increased some $30 million in the last nine years, it seems clear 
that future volume and earnings potentials are bright. Armstrong Cork 
Company is well prepared for the era of intensified competition now un- 
folding. The company’s facilities have been modernized and new cost- 
savings processes introduced. A sound financial position is indicated by 
working capital of $33.4 million and a current ratio of 3.2. All said, this 
well entrenched enterprise seems favorably situated to continue satisfac- 
tory progress. 

DIVIDENDS: For fifteen years past, shareholders have received dividends 
in every period. Although earnings of $2.80 in the first six months of 1949 
compared with $4.21 in the same 1948 period, recent declaration of a 
$1.30 year-end dividend brought the total for 1949 to $3 per share, same 
as a year before and expressive of the earnings improvement during the 
second half. 

MARKET ACTION: Recent price—48 compares with a 1949 high of 50, 
low—3854. The current yield is 6.2%. 


COMPARATIVE BALANCE SHEET ITEMS 






















December 31, June 30, 
1940 1949 Change 

ASSETS (000 omitted) 
WN ose cen ch saan Sous ucrerened we $ 3,741 $ 7,735 +$ 3,994 
Marketable Securities ... es 1,923 4,684 + 2,761 
Receivables, Net ......... 6,570 12,340 + 5,770 
Inventorles ................... 15,929 23,475 + 7,546 
Other Current Assets...... 128 317 oo 189 
TOTAL CURRENT ASSETS.... 28,291 48,551 + 20,260 
Plant and Equipment........ 47,114 86,662 + 39,548 
Less Depreciation ...... 23,639 32,936 + 9,297 
Net Property ........... 23,475 53,726 + 30,251 
Investments .. spe 4,506 6,163 + 1,657 
RRND 5.5105 ss sxpacenbeerdtnrse cosassaenieen 1,056 3,580 + 2,524 
I cosine shcccsuvaccnssasvesusnovavenvees $57,328 $112,020 +$54,692 
LIABILITIES 
PCRS PORNO «00.5. 5.20s0ecserccesoossossoee $ 2,091 $ 4,323 +$ 2,232 - 
NNN orn, beets on caxiicesaarccaaksaivuseoacse 863 4,151 + 3,288 
| ae 1,756 6,617 + 4,861 
TOTAL CURRENT LIABILITIES... 4,710 15,091 + 10,381 
IEE sinanlichscpvensdcdicsswennesten 500 2,935 + 2,435 
Preferred Stock .... 5,299 25,633 + 20,334 
Common Stock .... 8,123 10,000 + 1,877 
BINNS sosesscvessscesesesuee 38,696 58,361 + 19,665 
TOTAL LIABILITIES .... $57,328 $112,020 +$54,692 
WORKING CAPITAL .. $23,581 $ 33,460 +$ 9,879 
RED TUNIS sw sscosesasoessasecccncecacnaceses 6.0 3.2 — 28 
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__With Balance Sheet Part I in our January 14 issue is a realistic survey and forecast 
isiness trends in 1950. It weighs the 





*k*xk*x* Business Pattern 
Shaping Up for 1950 


of the factors likely to shape bu 
. . business legislation 


fe 


of Favorable and 
Unfavorable Factors inflationary and deflationary aspects 
—Definite Conclusions ,. p i 
on Course of Business likely to be passed . . . the outlook for production, prices, em- 
and Industries in ployment, consumer buying, domestic and foreign trade, etc. ... 
in short, the economic setting in which business will operate in 


the First Quarter 


the new year. 


Which Industries? Which Companies? 
Offer Best Prospects for 1950 


—FOR INCOME —FOR APPRECIATION 

—With Charts of Sifting and digesting the economic, industrial and political forces—the effect 

Basic Trend of government nationalization plans—our analysts apply the influences to 

Indicators individual industries to show the divergences ahead. With practical conclu- 

sions, this survey—in two parts in our January 14 and 28 issues—will tell 
you... 

_Which industries will maintain their posi- Which industries will be retarded because 
tion in 1950...where good earnings are of buyers’ markets...normal competition 
assured...where dividends are likely to and that resulting from over-diversification 
hold...improve...contract slightly? ... lower sales and profits? 

—Which industries for stable investment; for 
income and appreciation; for dynamic cap- 


Which industries have fully adjusted and 
are now in a position to stabilize and stage 
ital growth. 


a comeback? 

What is the situation and outlook for 
—RAILS —TOBACCOS —LIQUORS ~MACHINERY 
—OILS -BUILDING —METALS AVIATION 
—FOODS —UTILITIES —MOVIES —MERCHANDISING 
—MOTORS CHEMICALS STEELS —EQUIPMENTS 
Biggest Single Feature of the Year — 


Plus eee in January 28 Preview Issue 
kk*k* 10 Potential Market 
Leaders for 1950 


Stocks Selected for Outstanding Capital Appreciation in the Year 
Ahead...Representing Companies Which Offer Prospects of Con- 
tinued Good Business with Excellent Earnings and Dividends. 


Our market leader selections are famous for substantial profits made available 
through the years. With a view to enabling you to realize maximum profits on 
our 1950 selections, you will be advised of the most opportune time to buy 


—wWhen to Buy and 
and when to sell through our continuing market service. 


When to Sell... 
in Our Continuing 
Market Service 
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«+» Preview of Coming Wig 


—Timely Industry Analysis .. . 


Airlines Battling the Rails 
By Stanley Devlin 


The passenger shift from rail to air...its possible significance of a 
basic change in U. S. travel habits...makes this feature on airline 
securities doubly interesting and valuable. It is a progress report on 
the industry and the varying success of the individual companies to 
get back on a sound and profitable basis this year. Going into those in 
the best position to garner passenger traffic in heavy volume, it also 
takes up the profit potentials from government contracts, carrying 
freight and the overall competitive aspects. Careful appraisals are made 
of earnings, dividend and investment prospects of all leading compa- 
nies. ..American, Eastern, Pan American, Transcontinental, United... 
among others. 
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** Canada After Deval 


—The Effect on American — British 
By V. L. Horoth, Int'l. Eco 


This feature — in our continuous cove 
national scene — discusses the effects 
dollar devaluation...the problems solv 
created. It takes up the growing pressurt 
can imports by relying on her own 
switching to Britain and other sterling ¢ 
of her needs...the threat of Britain’s | 
up into Canada. Our $5 billion stake in| 
that she is our biggest customer — 

the deepest interest to every American. 


Inside Washing 
—Preview of President Trume 
By E. K. T., Special Corres 


qnind the scenes, E. K, T. — in 
ince highlights of what to ¢ 
State of the Union Message 
d#is likely to do as it convenes 
Mair Deal” program expand 

: | ritten from business and inv 
ai@more valuable than general 
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gist” Does Vear-End Market Indicate New Trend? 


By A. T. Miller, Market Authority 

af Of the greatest timeliness . . . with the market at a traditionally high level . . . this valuable forecast 
carefully surveys security prospects looking to 1950. It not only goes fully into the market’s outlook 
but takes up the selective trends in the making . . . the extent to which the varying business potentials 
for the first quarter have been discounted. Technical factors . . . particularly the significance of our 
broad 320 common stock index compared with the artificial picture given by the limited 30 stock Dow 
industrial average .. . are also interpreted. These continuous market studies are most practical and 
helpful for they deal with the main current... and the intermediate swings . . . to give $ou a sound 
perspective of the basic trend. 


SPECIAL... Our Market Outlook will be valuable to you not only for anticipating security trends 
FOR but as a business barometer. Important executive use this market service with our 
BUSINESSMEN Business Analyst in gauging business prospects from one quarter to another. 


= Lt = 
Structure of American Capitalism 
By E. A. Krauss, Managing Editor 

story illustrates how Federal regulation has brought about an amazing concentration of capital . . . how 
stifled the private risk taker — the rugged individualist — how today the bulk of venture capital is 
yconscripted rather than freely lent by individual savers. Pointing out causes and effects, it shows the 
nt to which the structure of American capitalism—never static — has been radically changing . . . how 
itally affecting the character of the stock market. Every investor — in securities, saving accounts, in 
ance —- will be interested in this situation — its dangers — in the suggested remedies. 


bynamic Growth Companies 


—AND WHERE TO FIND THEM 

By J. C. Clifford, Specialist 
rized by all investors for it discusses what makes growth companies . . . 
nd uncovers situations to illustrate the practicability of our research. 
tes at work today, it points out companies with outstanding stability 
pects developing from population changes and increases, government 
. It also goes into the potentials for large capital gains from scientific 
al progress ... mechanization and expansion. A profit-pointing article. 


** fn Important Study of 
Common Stack Vields 


—lIn View of Present Emphasis on High Yields 
and the Element of Their Permanency s 

By Frederick K. Dodge : 

This story goes into the question uppermost in the minds 
of investors: “What Price Stocks — What Dividend Yields 
— in 1950?” Particularly timely...with stock yields ab- 
normally high..,and the wide gap over bond yields — it 
emphasizes what this out-of-line condition is likely to 
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mean if business prospects improve — if they decline. 
It takes up the varying status for the individual companies 
...with voluminous tables and pertinent comparisons... 
so that investors will have a good insight into the security 
or vulnerability of earnings and dividends—in 1950. 


New Conflict Over Monetary Policy 


—WHAT IT MEANS TO FUTURE OF 
INTEREST RATES — TO BOND MARKET 


By J. S. Wiiliams 


This story goes into the growing rift over our monetary 
policy between the Federal Reserve Board and the Treas- 
ury...the conflicting measures being taken and _ their 
inflationary-deflationary aspects. Weighing the inevitable 
outcome, Mr. Williams discusses the significance to our 
debt financing, bank credit, interest rates and bond prices 
An interesting and valuable feature. 
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Sach Our Coming Features to Bring You 


—The Most Practical Service as an Investor and Businessman 


e 
eceedin —In Our January 14th and 28th Preview Issues 


(Further Details on Front Page of This Announcement ) 


Aue @ BUSINESS PATTERN SHAPING UP FOR 1950 
b —Projects Business Potentials for First Quarter and Beyond . . . with 


ae t Balance Sheet of Favorable and Unfavorable Factors. 
re ates ®@ 1950 POLITICAL FORECAST 


—What the State of the Union Message; The Budget Message; The 
Economic Report and the “Fair-Deal” Program Indicate. 


@ VARYING PROSPECTS FOR INDUSTRIES IN 1950 
—TInvestment and Business Outlook for All Leading Industries . . . 
Those Favorably Situated . .. Those Likely to Lag. 


@ 10 POTENTIAL MARKET LEADERS FOR 1950 
—Sound Stocks for Greatest Capital Gains With High Yields . . . with 
Definite Advice on When to Buy... When to Sell. 


Su 


PLUS .. . 1950 Bond Market Outlook; Continuing Service on Stock Market 
Trends; Security Selections for Profit and Income; Individual Company 
Analyses; Consultation Privileges; and many other features of timely interest 
and value bearing on economic, political, industrial and security developments. 


To Be Followed By Our 


1950 Re-Appraisals of Security Values 


Earnings and Dividend Forecasts 


In Issues of February 11 and 25, March 11 and 25, April 8 
—As Annual Reports Are Published 
These famous, original Re-Appraisals and Forecasts are always among the most sought-after issues of the 
year ... eagerly awaited by investors, statisticians and financial institutions . . . because they have been so 
highly accurate in projecting earnings trends and dividend changes. 


To Meet Your Investment Needs .. . These Re-Appraisals Will Give You: 
1. VARYING STATUS OF EACH INDUSTRY . . . UNDER 1950 CONDITIONS 


—Where barometers indicate sustained demand at advantageous prices; 
—Where high level activity shows signs of faltering; where over-production, intensified competition and 
increased costs are hazards to today’s breakeven points; 


2. EARNINGS AND DIVIDEND PROSPECTS FOR INDIVIDUAL COMPANIES 


—Where demand should sustain earnings and output; were narrowing profit margins are indicated; where 
expanded facilities and outlets augur dynamic growth...all weighed in specific comment from stand- 
point of 1950 earnings and dividends. 


To Assist You Further, We Will Star (* ) 
STOCKS BEST SITUATED FOR INCOME . . . FOR APPRECIATION . . . LOW-PRICED 
OPPORTUNITIES FOR DYNAMIC PROFITS . . . ALSO POINT OUT ISSUES TO AVOID 
These 1950 forecasts will cover every important company in all leading industries including: 
—RAILS —TOBACCOS —LIQUORS —-MACHINERY 
-OILS —BUILDING —~METALS —AVIATION 
-FOODS -UTILITIES -MOVIES —MERCHANDISING 
—MOTORS CHEMICALS —STEELS EQUIPMENTS 
These valuable forecast issues will enable you to check stocks you hold or contemplate buying against our 
appraisals and recommendations to make sure that you have securities in the best position. 


**To Be Sure to Receive The Magazine of Wall Street in 1950 


—Take Advantage of Our Christmas Gift Offer ... Between Pages 292 and 293 ... To Extend Your 
Subscription and Secure Free Qur New Book “For Investment Progress in 1950” (Value $5.00). 
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KRESS (S H) & CO. KSC T PACIFIC GAS & ELECTRIC PCG ——T | 
f + es rere. Adjusted — a 
Variety Stores Price Range —} Price Range S50! 
t 1929 - 1935 —J 1929 - 1935 —]™ 
i =f — High - 57 — } ne - 8 = | 
——— —_— 2. = i Low asa 
* - 80 T is «| 
a er 
Et SS rae : 4 | 
= — <= — 10 | i =- 
—=——j Punded Debt: None 7 are =% 
+ | 8 Shs. Common: 2,351 = - no par jn a A Oo sae! 
{——" 1] Fiscal Year: Dec. ——}- —+—_— 60 \|-— it ~-—H -}4 4 ae] 
ait 2 SS Ea — il = it | ar u sacar f 
ia + Hit tht ttt rt i. — 1 t rauis 
— = BS al re ee peter el AL : i Someeeeoee Le 
+H ——_—_—— f_— — = 4 —+—_____4 : }—— 4 
-——{— }————-+ —-—-- +--—_] M — Ape Funded Debt: $549,855 ,000 +— 
=e tH —— t= —J i i Hj Shs.” $1.50 Pfd: 4,211,662 ~ $25 par {——} | 
t LL | a CR a aa scm aS tty Shs.° $1.375 Pfd: 1,173,163 - $25 par — 4 2 
aca at — ee ee + Ht if Shs. $1.25 Pfd: 400,000 - $25 parj——_ | 
_ + — + + 4+—--- | 
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atta tools — 4p f! See SSD SAAT Sree “See ee ee Se ttht Shs. $1.25 Pfd., Ser ‘A’: 2s 
Ft Het} — at Ss me tern oak Sa timo Seam A case Sane eee SETS 7 1,500,000 - $25 par 4 
x het 20 5] EES moe © t Shs .- Common: 8,280,980 - $25 par 4 + 15 
_ EE) ERED OS SARTRE TOTES Timea) SEES Fiscal Year: Dec.* 31 = ; 
sca) TTS SSE) GS Se) ee SS ED Se | EE CAS SENET | Ce a Seasaieer are a 
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} = fof 40 ee : a RAE TAS +t | 
te awa aes! cae ee oarees | or rer: a eee ae ¥| 
ca aalaaalihatas-atal. rTreren oe man millers aalaltia tata} 2° | 1 
1939 | 1940 1941 i) 1942 1943 | 1944 | 1945 | 1946 1947 1948 1949 1936 1939 1940 1941 1942 | 1943 | 1944 1945 1946 i 1947 1948 1949 
1.93 | 2.09 | 1.97 | 2.13 | 2.16 | 2.26 | 2.13 [5.44 | 5.39 | 5.46 | fowl 2-48 | 2.64 [2.68 | 2.31 | 2.21 | 2.23 | 2.18 | 2.16 | 2.72 | 2.57 | 2.51 | pam 
1. 600 | 1.60 1.60 | 1.60 | 1.60 | 1.60 | 1.60 | 4.20 3.50 4.25 ow.j 2.00 | 2.00 | 2.00 2.00 | 2.00 | 2.00 | 2.00 | 2.00 2.00 | 2.00 2.00 | Orv | 
19,8 22.1 | 23.3 | 24.5 | 227 | 21.0 | 26.9 | 30.2 33.8 34.9 | wke Cp smi) ey = 2.7/3.9 | - > 1.9 14.3 42.0 27.0 | ke Cap $ Mt 
S. H. KRESS & COMPANY PACIFIC GAS & ELECTRIC COMPANY 


BUSINESS: Company operates more than 250 five-, ten- and twenty-five- 
cents variety stores located in 29 states mainly in the South or West. The 
first store in the chain was started in 1896. 


OUTLOOK: In looking ahead there is nothing to indicate much variation in 
the traditional stability of the “five and ten” store group. S. H. Kress, the 
fourth largest in this division, has operated profitably in every year since 
1916 and at present is favorably situated to extend the record. The com- 
pany exploits markets in sections of the country where population and 
industrial expansion is most notable. To attract trade on an increasing 
scale, Kress has spent substantial sums to enlarge and modernize impor- 
tant outlets where experience has clearly shown the wisdom of such a 
course, meanwhile exercising extreme caution in adding to its chain. 
Despite generally lower prices and reduced demand with many retailers, 
volume of this concern for ten months ended October 31, 1949, was re- 
ported as $121.5 million, only 0.8% below the same term of the preceding 
year. Although interim earnings are not available, it is believed that 
margins may have narrowed slightly, but that good inventory controls and 
rapid turnover have produced net income not significantly less than last 
year. It is estimated that net of $5.25 a share may be shown compared 
with $5.45 in 1948. A stabilizing influence in 1949 will be the added 
revenues from five new stores and the benefits of enlarged premises in 
several older outlets. The proven efficiency of management also provides 
confidence in viewing the medium term. 


DIVIDENDS: For more than 30 years past, stockholders of S$. H. Kress & 
Company have received dividends without a break. A recent declaration 
of a year-end extra of 50 cents a share brings total payments for 1949 to 
$3 a share. 


MARKET ACTION: Recent price of 60 establishes an all-time high and 
compares with a 1949 low of 4834. For a stock with such strong funda- 
metals, though, a current yield of 5% carries considerable appeal. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
40 


1948 Change 











ASSETS (000 omitted) 

MI isis sie suas Oa vanca cat uaivsesnaswengenducciwersudeats $12,956 $14,058 +$ 1,102 
Marketable Securities ....... 390 8,068 + 7,678 
Receivables, Net ............. 25 83 + 58 
III oo eop oss chsccannsesscrnenss Scapetdaswonas 14,335 23,722 + 9,387 
TOTAL CURRENT ASSETS........................ 27,706 45,931 + 18,225 
Plant and Equipment......... 68,955 77,802 + 8,847 
Less Depreciation ....... 20,222 33,485 + 13,263 
Net Property ....... 48,733 44,317 — 4,416 
NI IIo 5 ccc sactn sad ia cavesoaesscindoicentaes 734 893 a 159 
TOTAL ASSETS .............. . $77,173 $91,141 +$13,968 
LIABILITIES 

Accounts Payable . $ 1,794 $ 1,939 +$ 145 
WI sciscacreccescacs 2,006 5,673 + 3,667 
Gmemene Fart Acerwals ...........ccccsccseosseoneres 1,718 3,377 + 1,659 
TOTAL CURRENT LIABILITIES.................. 5,518 10,989 + 5,471 
WN IN a osc cccasvacoseesccasdnnsssncenies (iio — 9,120 
Common Stock 46,480 48,393 + 1,913 
INNIS oncrocuasdsyoss 16,055 31,759 + 15,704 
TOTAL LIABILITIES $77,173 $91,141 +$13,968 
WORKING CAPITAL $22,188 $34,942 +$12,754 
CURRENT RATIO 5.0 4.1 -- 9 





DECEMBER 


BUSINESS: Company is the largest public utility company on the Pacific 
Coast, serving an estimated population of 4.8 million living in the highly 
developed industrial and agricultural areas in or around San Francisco, 
Sacramento and the San Joaquin Valley. An electric generating capacity 
of more than 2.7 million h.p. and large supplies of natural gas permit 
substantial sales. 


OUTLOOK: Demand for the company’s electric energy and gas continues 
to strain its facilities at a rate well above the industry average. In 1948, 
electric operations accounted for about 67% of gross revenues and natural 
gas about 32%. To keep abreast of steadily expanding demand, Pacific 
Gas & Electric added 404,000 h.p. to its electric capacity in 1948 and an 
additional 383,000 h.p. in the current year. The company’s natural gas 
pipelines tap many Californian fields, but demand has reached a point 
where expenditures of $63.3 million are being made to help transport 
gas from Texas and New Mexican fields of El Paso Natural Gas Com- 
pany. Evidence is strong that the company’s net income will substantially 
increase in due time as a result of larger electric and gas supplies. That 
experienced bankers concur in this surmise has been well shown by the 
company's ability to raise more than $150 million new capital last year 
for improvements and there are valid expectations that through 1949-51, 
$450 million additional will be financed. As most of this new money has 
been represented by relatively low rate senior securities, earnings on the 
common should benefit accordingly, pointing to desirable stabilization 
and subsequent growth of earnings. For twelve months ended September 
30, 1949, net per share was reported as $2.20 on the average number of 
shares outstanding. 


DIVIDENDS: Payments have been made without interruption since 1918. 
As the character of the busines permits distribution of a liberal share of 
earnings, dividends of 50 cents a share quarterly appear secure. 


MARKET ACTION: Recent price—33 compares with a 1949 range of high— 
34, low—3034. The current yield is 6%. 
COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
940 

















1948 Change 
ASSETS (000 omitted) 
CO” re eerrre .. S$ 6,788 $ 25,508 +$ 18,720 
Marketable Securities . a ; 9,974 +- , 
Receivables, Net ..................... 9,475 13,874 + 4,399 
See erae 5,269 23,012 + £417,743 
Other Current Assets... 270 252 — 18 
TOTAL CURRENT ASSETS. 21,802 72,620 + 50,818 
Plant and Equipment (at cost). 741,974 1,121,738 -+ 379,764 
IN Co sovea cacascocedastscapadicrsdescuceose 6,859 693 - 5,166 
Unamort. bond discount and exp......... 19,127 12,379 — 6,748 
Other Assets ............... : 1,295 1,3 a. 11 
TOTAL ASSETS $791,057 $1,209,736 -+$418,679 
LIABILITIES 
RECOURSE POGRINO ........0sccsccccssecsescccescess $ 4,008 $ 12,374 +$ 8,366 
RED cknicetdatssisetenssneten 5,958 8,237 + 2,279 
Tax Accruals 13,184 25,011 + £11,827 
TOTAL CURRENT LIABILITIES... 23,150 45,622 + 22,472 
Reserve for alae ee 126,806 269,284 + 142,478 
Other Reserves ............... 8,927 1,103 — 7,824 
Other Liabilities ... 51 1,240 + 1,189 
Long Term Debt.. 286,637 471,451 + 184,814 
Preferred Stock .. 134,270 169,621 + 35,351 
Common Stock ..... 156,534 188,509 + 31,975 
pO aaa : 54,682 62,906 + 8,224 
TOTAL LIABILITIES ..... . $791,057 1,209,736 -+$418,679 
WORKING CAPITAL ... 1 jaa(d)® * 998 + 28,346 
IO rece niccsccesssécatccisentacestaicce >.) Rennguas 1.6 oe 1.6 


(d) —Deficit. 


Ye is one of the 
dynamic industries of this 
age. It probably is the most 
rapidly expanding segment of 
business having representa- 
tion in the securities market. 
Moreover, in its repercussions 
on other industries and forms 
of entertainment, it is having 
profound effect. So far as the 
stock market is concerned, 
however, the public has shown 
considerable skepticism and, 
although the industry is rep- 
resented by quite a sizable 
number of companies, popu- 
larity of television stocks in 
no way compares with the widespread acceptance of 
the product as an entertainment medium. 

Lack of enthusiasm for television stocks may be 
traced to unhappy experiences in shares of radio 
manufacturers almost a generation ago as well as 
to a general apathy toward all kinds of securities. 
Whether stocks in this industry offer potentialities 
for substantial appreciation is a matter on which 
authorities differ. Some feel that competition will 
become so intense in the not distant future that 
profits for any but the most successful entities will 
be negligible and that risks involved in making se- 
lections may be considerable. Others contend, how- 
ever, that expansion over the next ten to twenty 
years readily could prove fabulous and that several 
of the capably managed concerns would be in line 
to experience remarkable growth. 

To gain a better perspective, it may be well to 
consider a few figures indicating the extent of re- 
cent growth. Production of television receiving sets 
has soared to a record total this year estimated from 
2.6 million to 2.8 million, compared with slightly 
more than one million in 1948 and a few hundred 
thousand prior to last year. Altogether, there have 
been about 3.8 million sets manufactured in this coun- 
try now. Projections call for production of 3.5 mil- 
lion or more the coming year. 

Selling prices have declined noticeably this year 
with the average retail listed quotation estimated at 
about $300, including installation cost. This would 
suggest that consumer expenditures (either direct 
or in form of installment purchase contracts) for 
new television sets may have approximated $800 
million for 1949, compared with an estimated $400 
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Reappraisal of 
TELEVISION 








Television, one of the dynamic 
industries of this age, is growing 
by leaps and bounds.There are 
91 TV stations now operating 
commercially in 54 U.S. cities, 
and estimated public investment 
in TV is coming close to $1 bil- 
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million to $450 million last year, based on an esti- 
mated average of about $425 for each set, including 
installation cost. Moreover, an additional $50 mil- 
lion to $75 million probably has been spent for serv- 
ice this year on sets purchased in 1948 or earlier. 
The minimum charge for service usually is $50 
annually. ‘ 

Even allowing for a further decline in average 
selling prices, it is not difficult to envisage tele- 
vision set manufacturing and servicing activities 
reaching a billion dollar level in 1950. That figure in. 
itself is indicative of the “infant industry’s” stature. 
Not many manufacturing lines have reached the 
billion-dollar stage in less than three years. As a 
commercial enterprise, television really dates from 
March 1947, when a formal decision by the Federal 
Communications Commission restricted telecasting 
to black-and-white. Controversy over use of color 
previously had hampered production and use of 
television sets. 


Manufacturing vs. Telecasting 


Manufacturing is only one phase of the industry, 
however, and in due course probably telecasting 
operations will become more important and—as in 
radio—the backbone of the business. A survey a 
few weeks ago showed 91 TV stations operating in. 
54 cities with a viewing audience estimated at be- 
tween 12 million and 14 million persons. This indus- 
try survey indicated set ownership had exceeded 2.3: 
million by September. Applications have been ap- 
proved for construction of some 40 to 50 additional 
stations, while additional requests for permission to 
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enter the broadcasting field have been filed by more 
than 300 others. Action has been deferred on pend- 
ing applications until agreement has been reached 
on a program of providing space in the air waves 
at ultra high frequencies. 

The number of advertising sponsors supplying 
funds for entertainment with which to attract 
viewers and stimulate consumer demand for sets 
also has grown by leaps and bounds. Three years 
ago there were fewer than a score of sponsors pay- 
ing for television time. Now the number has soared 
well over 1,000, it is estimated, and the fees received 
by telecasters have expanded at an unexpectedly sat- 
isfactory rate. So encouraging has been progress in 
this direction that losses from telecasting, which 
had been expected to prove a handicap on operations 
of integrated companies for several years, may be 
relatively unimportant for one or two of the leaders 
in the coming year. 

Figures are inadequate to evaluate the importance 
in over-all picture of revenues from advertisers, but 
experience in radio indicates that within a compara- 
tively short time, it seems likely that volume for 
broadcasting companies may be running in the hun- 
dreds of millions annually. Just as in case of the 
manufacturing end of business, costs in putting on 
television programs run up swiftly, but once the 
break-even point is reached, the broadcasting end of 
business should prove a lucrative source of profits. 


How Individual Companies Progressed 


With this background of phenomenal growth, let 
us see what progress has been achieved by indi- 
vidual companies engaged in the various phases of 
television activities. In this way we may get a better 
idea of the risks involved in ownership of securities 
representing the industry, and what the potentiali- 
ties may be in long term growth. One of the inter- 
esting observations that comes from a quick survey 
of leading companies in this field is that none of the 
major concerns involved thus far has restricted 
activities to television alone. 

Radio Corporation of America, for example, prob- 
ably the largest factor in the industry, owns Na- 
tional Broadcasting Company, operating one of the 
principal AM radio networks in the country, and 
manufactures radio receiving and broadcasting fa- 
cilities as well as television equipment. R.C.A. also 
has numerous other “irons in the fire,” including 
wireless communications and phonograph records, 
of which it is one of the leading manufacturers. 

In like manner, Admiral Corporation produces 
household appliances as well as television sets; Mo- 
torola, Inc., is an important manu- 
facturer of radio sets—particularly 
for installation in motor cars; and 
Philco Corporation is engaged in 
making a full line of radios to- 
gether with refrigerators and simi- 
lar products. DuMont Laboratories 
probably comes nearest to concen- 
tration on a single activity, but this 
company is interested in telecast- 
ing as well as in manufacturing. 
To some extent it supplies competi- 
tors with components. Emerson 
Radio & Phonograph Corp., Mag- 
navox Company, Zenith Radio 
Corp., Avco Manufacturing Corp. 
(through its Crosley division), 





DECEMBER 17, 1949 





Raytheon Manufacturing, Sylvania Electric Prod- 
ucts, Noblitt-Sparks Co., International Telephone & 
Telegraph (through the former Farnsworth Tele- 
vision & Radio Corp.), Stromberg-Carlson Co., Gen- 
eral Instrument Corp., and others are engaged in 
making television sets or parts. Avco’s Crosley divi- 
sion also is interested in telecasting with ownership 
of stations in Cincinnati, Dayton, Louisville and 
Indianapolis. 

Another curious fact noted in reviewing opera- 
tions of these companies is the wide divergence in 
earnings trends. Some companies have prospered in 
remarkable fashion, while others have shown only 
nominal to ordinary results. Accordingly, it seems 
apparent that in considering participation in the in- 
dustry one must determine at the outset what sort 
of risk one is willing to assume and whether one 
contemplates a long term investment in the hope of 
sharing in eventual growth, or whether one is in- 
terested primarily in short term speculative gains. 


R.C.A.—Pioneer and Leader 


To make this point clearer, suppose we examine 
more closely what some of these individual com- 
panies have accomplished in this last twelve months 
of astonishing growth for the industry. Radio Cor- 
poration of America, engaged in all aspects of tele- 
vision and its allied interests, affords an interesting 
example. The company reported net profit of $1.43 
a share for the twelve months ended September 30. 
This compared with net of $1.50 a share for the cal- 
endar year 1948. For all of 1949, earnings may range 
no higher than $1.35 or $1.40 a share. The prospec- 
tive moderate decline may be attributed to narrow- 
ing of profit margins on television sets and to less 
satisfactory results from AM radio broadcasting. 

R.C.A. has been a recognized leader in pioneering 
the art of telecasting as well as set manufacture. To 
assure rapid development, its products have been 
realistically priced. Earliest models came on the 
market at $375 for the 10-inch model notwithstand- 
ing the fact that manufacturing costs for the first 
several hundred sets must have far exceeded this 
sum. In the period of keen competition last summer, 
when all manufacturers were experiencing consumer 
resistance, R.C.A. dropped its price for the popular 
10-inch model to below $200, and it was said in the 
trade that such a price scarcely afforded a profit for 
most manufacturers. General price reductions may 
have contributed to a relatively poor showing for 
numerous companies. 

The downtrend in earnings of R.C.A. was acceler- 
ated by loss of revenues from radio broadcasting in 
the National Broadcasting net- 
work. Competition from television 
no doubt caused a shift in appro- 
priations by some companies from 
radio to television. Hence, although 
adverse results were less serious in 
telecasting operations than had 
been anticipated, the radio side of 
the equation failed to come up to 
earlier forecasts. In the transition 
period ahead, it seems quite possi- 
ble that greater economies must be 
effected in radio broadcasting if 
this division is to sustain its nor- 
mal share of earnings and help 
counteract losses in television pro- 
grams. 
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Meantime, R. C. A. seems to have forged into 
first place in set manufacturing with the result that 
a large volume at reduced prices has gone far tow- 
ard maintaining set production on a profitable basis. 
The company also derives substantial revenues from 
license fees of from 1 to 2 per cent of gross sales 
of other set manufacturers using R.C.A. patents. 
In due course, telecasting revenues promise far to 
exceed income from radio time, for it has been con- 
clusively demonstrated that television is a much 
more effective advertising medium than AM radio. 
For participation in all phases of the industry’s 
growth, R.C.A. appears destined to be one of the most 
popular stocks. 

Television sets contribute the bulk of Admiral 
Corporation’s estimated $90 million to $100 million 
of sales this year. Net profit for the year is ex- 
pected to approximate $3.50 a share, after taking 
into account the recent 100 per cent stock dividend, 
compared with the equivalent of $1.89 for 1948. 
This progress is attributed to aggressive merchan- 
dising and manufacturing policies. The company is 
regarded in the trade as the second largest manu- 
facturer of sets, and its large volume is conducive 
to low production costs. Manufacturing costs for 
household appliances also appear to have been rigid- 
ly controlled with the result that activities other 
than television have imposed no burden on profits 
from video. This company’s progress earningswise 
has been outstanding in the last year and, on basis 
of the outlook for 1950, the management is looking 
forward to higher records with sales ranging up- 
ward of $125 million annually. 


Good Showing by Motorola 


Motorola is believed to rank about third in pro- 
duction of television sets, and its 1949 sales are ex- 
pected to approximate $75 million to $80 million, 
which would represent an increase over 1948 of 
about 50 per cent. More than half of volume is ex- 





pected to be contributed by television. Radio receiv- 
ing sets rank second in importance as a producer 
of sales and earnings. The company also manufac- 
tures gasoline heaters for automobiles as well as 
auto radios and radio communications equipment. 
This company has experienced exceptional gains in 
earnings in recent years, much of which has been 
ploughed back into properties and working capital. 
Net profit for 1949 is expected to exceed $5 a share, 
compared with $4.44 in 1948. 


Philco Corporation 


Phileo Corporation generally is ranked fourth as 
a television set manufacturer. Its products have 
been well designed and energetically merchandised 
but for one reason or another, costs have not been 
so satisfactorily controlled in the last year, judging 
from published statements. Whether or not this less 
favorable trend has been due to increased wage 
scales or to difficulties encountered in plant enlarge- 
ment is not immediately evident, but earnings for 
the year may not reach $3 a share compared with 
$6.32 in 1948. Presumably a slump in demand for 
refrigerators in the second quarter contributed in 
no small measure to the poorer showing as it did 
with other companies engaged in making household 
appliances. More time will be required to determine 
whether Philco’s showing this year or in 1948 was 
nearer normal peacetime expectations. Clarification 
of this point will have a bearing on determining 
proper appraisal of the stock for investment pur- 
poses. 

Emerson Radio & Phonograph Co., also has done 
well since venturing into television. This company 
delayed participation in the new industry until about 
a year ago, after competitors had gained a head 
start. Following its conservative policy that led to 
success in radio, however, the management has reg- 
istered rapid strides in the last year. Net profit for 
the fiscal year ended (Please turn to page 299) 




































































Statistical Data on Leading Manufacturers of Television Sets and Parts | 
1948. Interim Reorts 1949: 
Fiscal Net Net Profit Net Profit Indicated Estimated 
year Sales Margin Net Sales Margin Net 1948 1949 Recent 1949 Net Price-Range 
ended ($ Mil.) % Per Share ($ Mil.) % Per Share Div. Div. Price Per Share 1948-49 
Admiral Corp. 12/31 $66.7 5.6 $1.89 $ 77.0(a) 6.0 $2.31 $ .42* $ .80 147% $3.50 15 - 3, 
Avco Mfg. . 11/30 140.5 5.6 Bl 97.9(b) 2.8 35 .60 30 5! : T!fn- 4\/n 
Cornell-Dubilier Electric 9/30 11.3 3.9 84 6.9(c) 3.5 .48 .80 .80 A 1.00 1514-7 
DuMont (Allen B.) Labs. ‘A’. 12/31 26.8 10.0 1.29 29.5(g) 5.6 75 25 50 14 1.50 16!/4- 73 
Emerson Radio & Phono. 10/31 30.9 a 3.00 40.5(j) 7.5 2.82(p) 1.05* 1.10* 16% 4.50 18!/-12'/, 
General Instrument . 2/28 14.0 2.1 .62(n) 4.5(e) Nil (d) .54 1.00 .70 8 13'4- 6, 
Magnavox 2/28 244 5.4 2.01(n) 10.6(h) Nil (d)l.28 1.00 25* 10% - oes 
Motorola, Inc. . 12/31 61.9 5.7 4.44(m) 51.7(a) 5.1 3.34 © 1.25 1.25 24l/p «5.25 25% 1/4 
Philco Radio ....... uss A231 2764 3.8 6.32 150.0(a) 1.6 1.33 2.00* 2.00 29'/g 3.00 45!/,-22% 
Radio Corp. of America... 12/31 356.8 6.7 1.50 275.6(a) 5.1 85 30 -50 123% 1.40 15 - 7% 
Raytheon Mfg. .... 5/31 56.3 1.6 .49(I) 9.0(f) Nil (d) .42 Nil Nil 5y, 49 934- 4!/, 
Stromberg-Carlson ......... 12/31 29.4 2a 2.74 18.9(a) na na 95 10% Stk. 14 1834- 9 
Sylvania Electric Products ....... 12/31 99.3 3.8 2.84 73.0(a) 2.6 Fu 1.40 1.40 183% 1.75 26 -I7!4 
Zenith Radio . 4/30 77.1 3.5  5.50(k) 12.6(i) 1.3 35 1.50 1.50 28% 3B 1934 
*—Plus Stock. e)—6 mos. Aug. 31. (k)—Year ended April 30, 1949. 
(na)—Not available. f)—Quarter ended Aug. 31. (1) —Year ended May 31, 1949. 
(a)—9 mos. Sept. 30. g)—40 weeks Oct. 9. (m)—13 mos. ended Dec. 31, 1948. 
b)—9 mos. Aug. 31 h)—7 mos. Sept. 30. n)—Year ended Febr. 28, 1949. 
¢c)—6 mos. Mar. 31. 1 He sea ended July 31. p)—39 weeks ended July 30. 
d)—Deficit. ji) —Fiscal year ended Oct. 31, 1949. 
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By H. S. COFFIN 


- 

a ™ roster of American enterprises is replete 
with concerns that have forged ahead from an ex- 
ceedingly modest start, often stemming from a very 
simple idea, to reach truly large stature. Where 
growth has been consistent over a long period marked 
with good and lean times, and no signs of approach- 
ing maturity have appeared, the shares of such 
vigorous firms invite close study by investors. We 
have selected Johns-Manville Corporation as well 
qualified in this category. 

As 1948 was the 90th anniversary of this now 
leading supplier of building materials, the manage- 
ment in last year’s annual report went out of its way 
to cite a few facts that impart both romance and re- 
spect to the company’s achievements. At the outset 
of our discussion, our readers may get a clearer pic- 
ture of Johns-Manville’s growth if we briefly review 
some of these facts. 

When H. W. Johns founded the asbestos industrv 
in 1858, he had only two helpers and his equipment 
consisted of a clothes wringer and a tea kettle. In con- 
trast, the Johns-Manville Corporation in 1948 had 
20,000 employees, annual sales of $173.4 million and 
net assets close to $100 million dollars. Net earnings 
in the 1927-48 period alone aggregated $99 million, 
of which shareholders received $57 million. Net 
earnings of $15.4 million in 1948 were the highest 
on record. 

The present company represents a merger in 1901 
with the business of C. H. Manville, who pioneered 
pipe coverings in the Midwest back in 1886. Addi- 
tionally, numerous well entrenched specialists in the 
building materials field were acquired in the past half 
century and foreign connections were established on 
a world-wide scale. 

In earlier years the company used as basic raw ma- 
terials mainly asbestos fibres, asphalt and cement. 
Today, wood and rock fibres, siliceous earths, rubber 
and many other materials swell the list. Insulating 
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board products, rock wool items, asbestos-cement pipe 
(Transite), magnesia and Superex industrial insula- 
tions, brake linings, marine sheathing, asbestos and 
asphalt shingles and roofings comprise the chief 
manufactures, but no less than 400 lines in all are 
made in the company’s 20 domestic and Canadian 
plants and distributed by thousands of dealers in 
all markets. 

While the unique characteristics of asbestos created 
by its fibrous and inert composition — incombusti- 
bility, insulating and sound reducing qualities—have 
long been recognized, the mineral’s adaptability for 
innumerable purposes and combinations has been 
brought to light mainly as a result of continued em- 
phasis on research by Johns-Manville. The same of 
course applies to development of other products made 
from raw materials besides asbestos. The vast diver- 
sification of the company’s output has enabled it in- 
creasingly to tap new markets, until at present it 
would be hard to name an industry that hasn’t become 
an important customer of Johns-Manville products. 


Growth Through New Products 


In other words the company’s growth has been 
aided quite as much by development of new products 
and aggressive sales policies as by the long term ex- 
pansion in population and national income or heavy 
dependence on patents. While substantial reliance on 
the building industry will always expose the company 
to the cyclical swings in activity in that field, a con- 
siderable offset is provided by the broadening scope 
of output. Supporting this assertion is the fact that 
about half of last year’s record sales represented items 
developed in the last twenty years. 

In order to maintain leadership in its highly com- 
petitive field, Johns-Manville has erected the world’s 
largest facilities for research in building materials, 
insulations and related industrial products. This 
project has been only one of many undertaken by the 
company in postwar to expand and modernize its 
mines and plants at a total cost of around $60 million. 
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From coast to coast, new or enlarged plants for the 
manufacture of insulating board, rock wool, asbestos 
fibre, Transite pipe and hundreds of other items have 
now been fully completed. The strategic locations of 
the company’s numerous facilities enhance potentials 
for successful competition in growing areas, while 
their increased output should permit continued ex- 
pansion in annual sales, provided demand does not 
materially subside. 


Expansion Program Shows Confidence in Future 


Based on long experience and constant study of 
economic factors, the management evidently has 
viewed the future with confidence in undertaking to 
spend such large sums in expanding its capacity 
within a short span. The expansion program now 
concluded was undertaken with full knowledge that 
some time may pass before the building industry 
will again experience record years like 1948, when 
the nation’s total outlays for building construction 
and repairs exceeded $20 billion for the first time 
in history. 

The management’s planning was based on con- 
fidence that following readjustments throughout 
the economy, construction activities would resume 
their inevitable uptrend in line with the nation’s 
natural growth. As matters look now, increased 
residential and public building in 1949 will have 
largely offset a decline in industrial construction, 
and the bright outlook for 1950 suggests that any 
overall decline in construction activity next year 
may be moderate. Altogether, Johns-Manville has 
been forward looking in its policies regardless of de- 
velopments: modernization should make possible bet- 
ter cost control if volume declines, while enlarged ca- 
pacity permits increased sales in more active periods. 

Aside from plant improvements, Johns-Manville 
has taken steps to assure more adequate supplies of 
asbestos. The company’s asbestos mines at Asbestos, 
Quebec, constitute one of the four largest deposits 
in the world. Though for 60 years past, asbestos has 
been mined in increasing quantities from this source, 
diamond drilling shows that the supply should last 
for a long time to come. During the current year, 
however, underground mining has been substituted 
for the former practice of using open-pit methods. 





To supplement this source of supply, Johns-Manville 
is developing a rich new asbestos ore deposit 350 
miles north of Toronto. This is at least 800 feet deep, 
nearly twice as long as the other J-M mine, and re- 
quires only moderate stripping to use open-pit meth- 
ods of extraction. By midsummer of 1950, the new 
mine should be in operation, as well as a modern 
mill to process the ore. By and large, asbestos sup- 
plies are unlikely to create any problem for the com- 
pany for decades ahead. 

How Johns-Manville Corporation has financed its 
sizable expansion program is interesting to examine. 
In 1945, the company increased its working capital 
by approximately $16.6 million through the sale of 
170,000 shares of 314% cumulative preferred stock, 
convertible until July 31, 1955, into three common 
shares (adjusted for a 3 for 1 stock split in 1947) 
upon payment of $15 for each share of preferred 
exchanged. In July, 1947, the company arranged a 
$25 million 2.7% term credit with two large insur- 
ance companies but at latest report has only drawn 
down $5 million and may find it unnecessary to 
utilize the balance, though it has until December 31, 
1950, to decide in the matter. Sharply higher earn- 


_ings, reserves for depreciation and depletion, plus a 


special reserve for deferred expenditures apparently 
substantially helped meet the capital needs in post- 
war and then some, despite an uptrend in dividends 
paid annually. 


Pertinent Statistical Data 


On appended tables we show for purposes of com- 
parison the balance sheets of Johns-Manville for 
1940 and 1948, together with statistical data per- 
tinent to operations in the last ten years and for 
the first nine months of 1949. In combination, these 
tabulations should provide our readers with an in- 
teresting basis for studying the company’s progress 
in considerable detail, as well as an aid in following 
our comments. The trends revealed in dividends, 
earnings per share and annual price ranges for the 
stock will also carry significance. 

While the end of 1948 marked the ninth succes- 
sive decade of company growth, its size in the latest 
period expanded at a record rate. Indeed, since 1940 
alone, total assets have more than doubled, as refer- 








































































Long Term Operating and Earnings Record 
Net 
Millions Operating Net Profit Net Dividends 
Tetal Operating Margin Income Margin Per Per 
Sales Income ye Millions We Share Share Price Range 
1949 (9 mos.) .. $119.3 na na $10.4 8.7 $3.52 $2.50* 45 -30!/, 
1948 173.4 $29.7 17.1 15.4 8.9 5.22 2.00 421/4-33Y/q 
1947 133.8 18.7 14.0 9.4 7.0 3.18 1.90 46!/2-35% 
1946 92.0 8.4 9.1 5.8(b) 6.3 1.97 1.16 55%4-38!/, 
1945 85.9 9:2 10.7 5.0(b) 5.9 1.91 1.08 4814,-33% 
1944 101.2 15.4 15.2 5.4(b) 5.4 2.13 91 35 -28!/, 
1943 106.1 18.4 17.3 4.6(b) 43 1.76 75 31-23 
1942 108.0 26.4(a) 24.4 5.5(b) 5.1 2:2 75 241/2-1 658 
1941 92.8 21.4(0) 23.1 5.9(b) 6.4 2.22 9 23%-165, 
1940 61.7 11.2(a) 18.2 5.8 9.5 2.12 91 253%4,-145%4 
1939 52.0 73 14.0 4.2 8.1 14785 19H 
10-Year Average, 1939-48 $100.6 $16.6 16.3% $6.7 6.6% $2.41 $1.12 3634-26 
*—Includes year-end dividend of $1.30 (b)—After adjustments for renegotiations or contingencies. 
(a)—Includes dividends from J. M. Credit Corp. na—N_-t available. 
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erence to our table will reveal. 
Furthermore, whereas working 
capital rose from $18.6 million 
in 1940 to $35.1 million in 1948, 
net property account advanced 
from $26.5 million to $64.2 mil- 
lion in the corresponding span. 
As pointed out earlier in our dis- 
cussion, most of this expansion 
in physical assets occurred since 
the end of the war. As a result, 
the company’s productive capac- 
ity on a unit basis is currently 
more than a third larger than it 
was in the record war year of 
1942. 

In studying the company’s 
working capital position, the to- 
tal of $35.1 million mentioned 
for this item as of December 31, 
1948 (latest available balance 
sheet) was conservatively stated 
in that it did not include a fund 
of $6.2 million for deferred ex- 1938 | 1939 | 1940 
penditures, although the fund : : : 
was largely invested in Govern- 
ment and other marketable secu- 
rities. In other words, the com- 
pany segregated this substantial sum to allow for 
prospective capital improvements in 1949, a practice 
well on the conservative side. 

Inventories are carried at the lower of cost or 
market, with costs computed on a LIFO basis for 
accounting purposes but not for estimating taxable 
income. At the beginning of the current year, inven- 
tories of $21.1 million represented 40% of total cur- 
rent assets and 12% of annual sales, both sound 
ratios. This is especially true as to inventory; goods 
on hand or in process accounted for only one month’s 
—_ a rapid turnover for any manufacturer in this 
1eid, 

Holdings of $13.6 million cash contrasted with 
total current liabilities of $18.5 million, the latter 
indebtedness also virtually matched by receivables of 
$18.9 million. While the proportion of total current 
assets to current liabilities is slightly smaller than 
in 1940, a current ratio of 2.8 indicates an eminently 
comfortable financial status. 


Volume Trends 


Turning to operating statistics, it is interesting to 
note how the company’s annual volume has rather 
consistently expanded from $52 million in 1939 to a 
peak of $173.4 million last year. That unsettled con- 
ditions in 1949 have only moderately reduced sales 
in the first nine months is notable, especially as 
operations were somewhat handicapped by a twenty 
weeks’ strike in the Quebec asbestos mines in the 
spring months. 

Volume of $119.3 million through September 30, 
1949, contrasted with $122.3 million in the related 
interval of 1948. The return of seasonal factors, 
though, has been an influence in reducing third quar- 
ter volume by $1.7 million compared with the year 
before, while heightened competition may also have 
contributed. On the whole, Johns-Manville’s sales 
experience this year has been encouraging and to a 
considerable extent reflects expanded capacity and 
stepped up promotional activities. 

Following a steady downtrend in operating mar- 
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- : Adjusted 
Asbestos & Bld. Price Range 
: __ Materials sani 1929 - 1935 
: —] High — 81 
Low — 38 


Long Term Loans: $5,509,382 

: Shs. 38% Pfd: 73, 563 - $100 par —— 
- Shs. Common: 2,906,059 - no par —- 
: Fiscal Year: Dec. 31 ae 


= ~~ +--+ +————} waren 
—-———j THOUSANDS OF SHARES —7+ 
vasa =i St oat 
+ 
1941 1942 1943 1944 1945 1946 1947 1948 
1.76 «lt 1.91 2.01 ° +22 
-91 1.16 1.40 -00 
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gins during the war years, a marked reversal has 
taken place in the postwar, despite an advance in 
wage costs. The payroll in 1948 of $66 million was 
$12.8 million higher than in the previous year, 
though partially due to an increased number of em- 
ployees. The sharp rise in volume last year benefitted 
the operating margin, which at 17.1% was the best 
since 1943 and exceeded the ten year average of 
16.3%. A contributing factor was a moderate rise in 
prices, of about 9.6%, in 1948. 

Net income in the 1939- 46 period was exception- 
ally stable from year to (Please turn to page 299) 
































Comparative Balance Sheet Items 
December 31, 

1940 1948 Change 
ASSETS (000 omitted) 
Cash... bere ss here $ 8,888 $ 13,636 +$ 4,748 
Receivables, Net . 7,898 18,955 + 11,057 
Inventories ee 9,154 21,178 + 12,024 
TOTAL CURRENT ASSETS _ 25,940 53,769 + 27,829 
Plant and Equipment... 55,731 110,757 + 55,026 
Less Depreciation . ; . 29,181 46,545 + 17,364 
Net Property ............. = 26,550 64,212 + 37,662 
Investments : . 3,543 1,469 — 2,074 
Other Assets 2,844 © 8,467 + 5,623 
TOTAL ASSETS $58,877 $127,917 +$69,065 
LIABILITIES 
Accounts Payable $ 1,796 $ 3,010 +$ 1,214 
Accruals . 1,273 4,454 + 3,181 
Income Tax Accruals 4,174 11,130 + 6,956 
TOTAL CURRENT LIABILITIES 7,243 18,594 + 11,351 
Long Term Debt : 5,509 + 5,509 
Reserves ............. : , 1,256 9,113 + 7,857 
Preferred Stock 8,130 7,356 _ 774 
Common Stock 17,000 47,845 + 30,845 
Surplus 25,248 39,500 + 14,252 
TOTAL LIABILITIES $58,877 $127,917 +$69,065 
Working Capital $18,697 $ 35,175 +$16,478 
Current Ratio 3.5 2.8 — 7 
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Year-End 


The seasonal tendency working 
in behalf of some degree of mar- 
ket rise somewhere around the 
year-end period has been well 
publicized. In that statement note 
the vagueness of “some degree” 
and “somewhere around.” Since 
1920, the high made by the Dow 
industrial average within the first 
half of January has bettered the 
December low in 28 out of 29 
years. For the entire record 
through 1948 it did so by an aver- 
age of 8.8%. That is the statis- 
tical proof of the upward “tend- 
ency.” However the year-end ad- 
vances, as thus figured, have 
ranged all the way from nothing 
in one year (1926) to 22.4% ina 
roaring bull market in 1928. The 
timing of the December lows has 
ranged all the way from the Ist 
day of the month to the 30th. The 
timing of the highs of the first 
half of January has varied be- 
tween the 3rd and the 15th. If 
one guessed wrong both ways— 


“vear-end upward tendency” is a 
rather uncertain thing to rely on 
in speculative operations. 


‘*Confirmation’”’ 


On Friday, December 2, the 
Dow rail average finally bettered 





lost money, for the rise quickly 
petered out. This is nothing new. 
Buying on Dow Theory “confirma- 
tions” has worked out tolerably 
well only in the greatest and long- 
est bull markets, such as those of 
1923-1929, 19382-1937 and 1942- 
1946. Most any kind of “theory” 


its October 11 rally high, to thee ought to work more or less well 


accompaniment of a fairly sharp 
expansion in trading volume. To- 
tal share turnover got above the 
2-million a day level for the first 
time in a good many weeks. Un- 
der the controversial Dow Theory, 
which some still swear by and 
others swear at, this “confirms” 
the general rise from the June 
lows as a bull market. Keep your 
fingers crossed. Rails paced the 
March-June intermediate rise in 
1948, with the industrial average 
coming through with the “con- 
firmation.” The “signal” was defi- 
nite and clear-cut. The only thing 
wrong with it was that those who 
took it at presumptive face value 


under optimum conditions. On an 
average over a long period of 
years, stocks have been better 
longer-term sales at the point of 
Dow Theory “confirmations” than 
buys. 


Selection 


Selection of stocks for capital 
gain rarely has been more difficult 
than it is today. On a protracted 
market rise much speculative de- 
mand is usually generated not b) 
the sight of advance in the Dow 
averages, but because the stocks 
which people already hold are ap- 
preciating. That makes them more 
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of January—losses would have re- 1949 1948 | 
sulted in all but four of the years. Addressograph-Multigraph .......... Oct. 31 Quarter $1.42 $1.19 | 
In those, January’s first-half lows Moore-MeCormeck Unes ........... esse, Spt. 30 Quarter 64 36 
were above December highs by Young (L. A.) Spring & Wire................... Oct. 31 Quarter 3.50 2.07 | 
from 0.2% to 0.4%. On an aver- Hamilton Watch Co. ..................00.......... Sept. 30 Quarter 1.09 56 | 
age for the: whole period they RUDE ROB DIOLS o5.5 cs o00 shires ever auescs Sept. 30 Quarter 1.01 93 | 
were about 3% under December NIG occ oe Sedscsirstcmctactasen Oct. 31 Quarter 71 13 | 
highs. Finally, one does not trade | 
in the average, but in individual Nash-Kelvinator Corp. ........................06. Year Sept. 30 6.04 4.64 
stocks; and individual stocks may Parmelee Transportation Co..................... 9 mos. Sept. 30 -90 79 
fare better or worse than the av- South Amer. Gold & Platinum.................... 9 mos. Sept. 30 42 34 
erage. All of which suggests to SEILER LL LT Year Sept. 30 3.20 3.03 | 
any intelligent person that the 
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confident; more inclined to “put 
in” more cash. On the rise since 
last June, however, an uncommon- 
ly great percentage of stocks have 
done relatively little. To the ana- 
lyst who combs through the list, 
stocks today fall into two broad 
classes. Either they have had sub- 
stantial advances and are around 
their highs of the last three years 
or they are more or less depressed. 
Because of advanced levels, the 
odds are against the speculative 
buyer in the first group. Were this 
a major bull market—rather than 
an adjustment of investment 
yields, which this column believes 
it is—the percentage would be to 
concentrate the search for specu- 
lative buys within the large de- 
pressed or semi-depressed group. 
Yet when stocks have persistently 
lagged, common sense tells you 
there must be good reasons there- 
for. The trouble with “sleepers” 
is that they may continue to sleep. 
We believe it will remain a highly 
selective market. Therefore, if one 
buys a stock simply because it is 
well down in its past price range, 
the chances are that it will not be 
sucked upward importantly by the 
general pull of the market. Prob- 
ably it will pay off only if there 
is a foreseeable basis for definite 
improvement in the individual 
company’s affairs in 1950. When 
speculative selection is put on this 
reasoned basis, one finds relative- 
ly few individual situations with 
an apparent chance for signifi- 
cantly better earnings in 1950 
than will be shown for 1949. 


Possibilities 


Industries which both fared 
well in 1949 and for which fur- 
ther gains in 1950 profits now 
seem reasonably probable include 
electric utilities, natural gas, ethi- 
cal drugs and finance companies. 
Assuming a_ selective market, 
rather than a major general ad- 
vance or decline, typical stocks in 
these fields should fare somewhat 
better than the market for as far 
ahead as this column can now see. 
In some cases where earnings 
were sharply lewer in 1949, there 
is a better-than-even chance that 
they will be materially higher in 
1950, but under previous peak 
levels. That appears so of bread 
bakers (hit by a protracted strike 
in 1949) ; makers of building ma- 
terials (hit through the first half 
of 1949 by severe inventory cur- 
tailment by dealers) ; beet-sugar 
companies (hit by an abnormally 
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poor beet crop in 1949) ; and coal- 
mining companies, whose labor 
troubles in 1950 can hardly be as 
bad as they have been this year. 
Government business promises 
higher 1950 profits for some air- 
craft makers. Other possibilities, 
but more doubtful than those 
heretofore cited, include depart- 
ment store and mail order com- 
panies, brass fabricators, some 
paper companies, shoe manufac- 
turers and textiles other than in 
woolens. 


Companies 


Some of the companies which 
seem to have a good chance of 
earning more in 1950, whether 
for individual or industry rea- 
sons, are Decca Records, Rheem 
Manufacturing, Best Foods, Celo- 
tex, Great Western Sugar, Na- 
tional Gypsum, General Finance, 
Purity Bakeries, Richfield Oil, 
General Shoe, Mueller Brass, 
Celanese, Florida Power, Central 
& South West, Columbia Gas, and 
Southern Natural Gas. These 
stocks may gain in relative posi- 
tion by holding better than the 
market on general sell-offs and 
tending to work somewhat higher 
when periods of general market 
strength facilitate it. 


Test 


Among the industries which 
gained most in 1949 earnings, 
compared with 1948, were air 
transport, aircraft manufactur- 
ing, automobiles, beer brewers, 
cement, glass containers, dairy 
products, electric power, finance 
companies and grocery chains. 
From the end of 1948 to date, the 
broad level of the market has 
risen about 8%. Of the stock 
groups cited, only air lines and 
aircraft—both highly speculative 
—have risen less than the market 
so far this year; and the differ- 


ence is slight. Among the others, 
auto stocks as a group are up 
roughly 75% more than the mar- 
ket; brewing stocks 775% more; 
cement by 50%; dairy products, 
275% ; operating electric utilities, 
87%; finance companies, 262% ; 
glass containers, 125% ; and gro- 
cery chains by 250%. This record 
suggests that there is much to be 
said for using 1950 earnings pros- 
pects as a key approach in invest- 
ment and speculative selections, 
although it has to be emphasized 
that there are chances for error 
in appraising those prospects by 
individual lines: and even more 
so as applied to individual com- 
panies. 


Decca Records 


Earnings have fallen to well 
under half the best previous levels 
of recent years; and, compared 
with 1946-1947, the dividend has 
been halved to 50 cents a year. 
This is due largely to the reduc- 
tion in record sales caused by con- 
fusing competition between the 
two types of long-playing records. 
This is now clearing up, with the 
trade battle going in favor of the 
Columbia system, over RCA; and 
more and more record makers, in- 
cluding Decca, have begun to 
make long-playing records under 
Columbia license. Decca has a 
long list of excellent albums, 
classical and popular, well suited 
for long-playing records. Its list 
includes such outstandingly popu- 
lar performers as Bing Crosby 
and Fred Waring, already being 
pushed on long-playing discs by 
major distributors. It is hard to 
see how Decca can fail to fare 
substantially better in 1950. The 
stock sold 50% or more above the 
recent level of 8 in each of the six 
years 1943-1948. It sold above 20 
in each of the four years 1944- 
1947. There might be a substan- 

(Please turn to page 300) 








Allied: Stores: COs: ....5.5600.5...cc0cc0c0seasscceceees 
Co) ad | ad 9) 2 >” Se 
Royal Typewriter Co............0.000......0cccccceeee 
U. S. Plywood Coepi......:.......ccc.cccccsescccsseee 
Gaylord Container Corp.....................0.0..... 
Bulova Watch Co., Ine.......0........ cece cece 
Crown Zellerbach Corp.....................0....008 
MNRearieet SEG Coa ood sic ccc aves cccecacsdscns scons 
RHUGIOROAID NED oo sas so deep iaccsiss Foksienssvaedeen. 
Montgomery Ward & Co.....................000... 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1949 1948 
Oct. 31 Quarter $1.39 $2.11 
13 weeks Oct. 29 64 1.54 
Oct. 31 Quarter aa -96 
6 mos. Oct. 31 -96 3.21 
Sept. 30 Quarter ote .68 
Sept. 30 Quarter 1.31 2.48 
6 mos. Oct. 31 2.77 3.29 
Oct. 31 Quarter 31 45 
Sept. 30 Quarter 1.71 2.22 
Oct. 31 Quarter y AY 3.13 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Pullman, Inc. 


Please advise on order backlog of 
Pullman, Inc., financial position and 
earnings. Also, how many shares of Pull- 
man were bought by the company in re- 
cent months and retired, and the average 
price paid. C. N. Holley, New York 


Net income of Pullman, Inc. in 
the first nine months of this year 
rose to $4,973,885, or $2.07 per 
share, from earned income (before 
$1 million applied reserve credit) 
of $4,416,093, or $1.72 a share, in 
the corresponding period last year. 
_ Total sales invoiced during the 
first nine months of this year 
amounted to $195,311,794, reflect- 
ing a decline from the $203,236,- 
128 total in the comparable 1948 
period. A further decline in pro- 
duction volume is foreshadowed 
by the shrinking backlog of freight 
car orders available for production 
in the fourth quarter, and the pres- 
ent outlook is for some shutdown 
period in all the freight car plants 
by the year-end, on account of lack 
of orders. Even if orders material- 
ize from the new inquiries now be- 
ginning to come out for some con- 
siderable lots of freight cars, such 
orders would yield no added pro- 
duction in the freight shops until 
well along in the first quarter of 
1950. 

Unfilled order backlogs of the 
major subsidiary groups combined 
dropped to $130,455,801 as of Oc- 
tober 1, 1949, equivalent to one- 
third of the peak post-war backlog 
of $393 million accumulated as of 
May 1, 1948. 

Operations of the subsidiary, 
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the M. W. Kellogg Company have 
continued to maintain a fair level 
of production and sales activity, 
although profits have been re- 
stricted by developmental and re- 
search costs and by the costs of in- 
terim inventory adjustments. 

Inventories have continued to be 
cut sharply, and amounted to $43,- 
816,845 as of September 30 as com- 
pared with $80,777,147 at the be- 
ginning of the year. 

Net working capital on Septem- 
ber 30, 1949 amounted to $121,- 
936,278, equivalent to $50.64 a 
share now outstanding, including 
cash and U. S. Government securi- 
ties totaling $63,302,745, or $26.29 
a share. Book net worth as of Sep- 
tember 30, 1949 amounted to 
$54.91 per share, excluding Re- 
serves and Deferred Credits to- 
gether totaling $11.28 per share. 

153,600 shares of Pullman, Inc. 
stock, purchased at an average 
price of $32.80 per share, were re- 
tired between May 19 and Septem- 
ber 30, 1949. Capital has been re- 
duced by $40.00 for each share re- 
tired and now amounts to $96,- 
325,240. Dividends of 50c per 
share have been paid quarterly in 
each of the past two vears. 


Bristol-Myers Company 


T have a modest amount of War Bonds, 
own my own home, free of mortgage and 
have modest deposits in savings banks. 
Tama salesman, 71 years of age, worked 
hard and saved systematically, hoping 
for a worry-free old age. I am in good 
health and am still working. Social secu- 
rity and dividends on my investments 
are not enough at this time to let me re- 
tire in comfort. Besides, I like to work. 


Please advise on recent earnings and 
dividends of Bristol-Myers Company. 
F.L., Fort Lauderdale, Florida 

For the three months ended Sep- 
tember 30, 1949, the tentative net 
earnings of Bristol-Myers Com- 
pany and its North American sub- 
sidiaries, amounted to $682,814 
after all charges and reserves. This 
is equivalent, after provision for 
dividend on preferred stock to 46c 
per share on the 1,381,180 shares 
of common stock outstanding on 
September 30, 1949. 

For the nine months ended Sep- 
tember 30, 1949, the tentative net 
earnings of the company and its 
North American subsidiaries have 
amounted to $2,168,049 after all 
charges and reserves. This is 
equivalent, after provision for 
dividends on preferred stock to 
$1.43 per share on the common 
stock outstanding at September 
30, 1949. 

The foregoing earnings do not 
include the net income of foreign 
subsidiaries other than Canadian. 
except to the extent realized 
through the receipt of dividends. 
The previously reported earnings 
for the first six months of 1949 
included earnings of foreign sub- 
sidiaries other than Canadian, not 
realized through the receipt of 
dividends, amounted to $121,261, 
which was equivalent to 9c per 
share on the common stock out- 
standing. 

Dividends this vear amounted 
to $1.60 per share and the same 
amount was paid in 1948. 


Greyhound Corporation 

In your excellent article on the “Vary- 
ing Effect of Today's Wage Factor on 
Corporate Profits” in the December 8 
issue, you did not include Greyhound 
Corporation. Will you please advise how 
increased labor costs affected this com- 

pany’s recent operations? ‘ ; 
G. D., Indianapolis, Indiana 
Consolidated net income of the 
Greyhound Corporation for the 
nine months ended September 30, 
1949 was $9,116,162 after all 
charges and taxes, equivalent 
after preferred dividend to 96c 
a share on 9,330,090 shares of 
common stock outstanding. This 
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The Christmas Wish for Well-Being 
That Lives Throughout The Year 
To Father. Son, Friends. Business Associates —to Yourself 


. 


~~ 









his Christmas .. . give the gift that lasts forever and can never be taken away—the priceless gift of 
’ knowledge ... the key to superior judgment. More than ever will it be essential as the basis for making 
¢ S 
plans in epochal 1950. 
Because of its broad scope, its forthright dependability and sound common sense, no Christmas gift you can give this 
year will provide greater service and compliment the recipient more than The Magazine of Wall Street. [t will express 


your esteem... your interest in his welfare ... and 26 times throughout the coming year he will be reminded of your 
thoughtfulness. He will turn to the magazine with interest at first ... then with eagerness . .. because he will find it profit 
ibie and good... and because he will gain an understanding of 


domestic and international affairs which he never believed he 
could acquire so easily. 


Give “The Magazine of Wall Street to... 


: ‘ ? 
Your Business Friends and Associates who will appreciate : _ Christmas 


having such a reliable source of information. It will form a i 4 
Combination Offer. 


bond of interest between you and promote your business —— 
rte ae | i. The Magazine of Wall Stree 





relations. 
Your Executives and Employees— who will acquire a broader 


grasp of the vast industrial and economic changes taking [iii including FREE our new $5 
place. It will help to develop their understanding and & ‘For Investment Progres 
judgment. ini 1950’... will bring you f 
Your Son and Daughter —because it will assist them in acquir- five services ell in one soured: 
ing the perspective they need to plan and safeguard their 
financial future. 1. Market Forecasts 
Yourself 0 it pia you “ahead of events” in the world | Industrial, Security Analy 
of economic shift and change ... and is the best investment 
‘ : : : i ws Letter 
guide you can possibly obtain... regardless of price. Washington News an 


Be 0 Ol . Domestic, International 
° ° ° MAG irs Anal re 
ba es tots gaan ae VWacl Ves Geile Onder ow at hai Affairs ' na sist 
. Economic, Business Trend 
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compares with net income for the 
same period a year ago of $12,- 
440,721, equivalent after pre- 
ferred dividend to $1.31 per com- 
mon share. 

Third quarter earnings con- 
tinued at relatively the same level 
as the first six months of this 
year. Net income for the three 
months amounted to 63c a share 
compared with 85c a share earned 
in the same period a year ago. 
Third quarter income was af- 
fected by reduced traffic volume 
and prolonged strikes, as well as 
by increased wages, depreciation, 
and other operating expenses. 
Earnings for the twelve months 
ended September 30, which mini- 
mize seasonal factors, were $1.35 
a share compared with $1.67 a 
share for the preceding twelve 
months. 

The North Coast Greyhound 
Lines strike, which began June 
18, was settled September 10. The 
Northland Greyhound Lines strike 
extended over the period April 28 
to August 11. Chiefly as a result 
of these strikes, third quarter op- 
erating revenues were 9.3% be- 
hind the same period of last year. 

Total operating revenues for 
the nine months ended September 
30 amounted to $139,795,048 com- 
pared with $142,686,442 for the 
like period a year ago. 

Revenue per bus mile operated 
averaged 42.3c per mile during 
the third quarter compared with 
41.4c per mile for the same three 
months of last year. Revenues per 
bus mile for the nine months 
averaged 39.8c against 38.3c for 
the corresponding period a year 
ago. The increase reflected the 
gains in revenues resulting from 
rate adjustments in combination 
with closely controlled operating 
schedules. Total bus miles oper- 
ated for the third quarter period 
were 11.4% below a year ago 
while the total for the nine 
months’ period was 5.7% less. Op- 
erating expenses per bus mile of 
33.2c for the third quarter com- 
pared with 30.4c per mile a year 
ago, representing approximately 
the same rate of increase over 
1948 as in the first six months of 
this year. 

Of the increase in operating ex- 
penses of 2.9c a bus mile in the 
first nine months, higher wages 
and pension costs accounted for 
1.5¢ a mile, and larger deprecia- 
tion charges for 1.0c a mile. 

Dividends in 1948 amounted to 
$1.00 per share and the 25c quar- 
terly rate has continued in 1949. 
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Bigelow-Sanford Carpet Company 


I understand that rug and carpet 
manufacturers have shown a sharp de- 
cline in net income the past year and so 
am interested in finding out the recent 
results of Bigelow-Sanford Carpet Co. 

E. J., Canton, Ohio 

Bigelow-Sanford Carpet Com- 
pany for the nine months ended 
October 1, 1949 showed a net in- 
come of $1,390,674 after Federal 
income taxes. These earnings, 
after preferred dividends, equaled 
$2.05 per share on the 621,218 
shares of common stock outstand- 
ing. Earnings for the correspond- 
ing period of 1948 were $3,704,- 
296, equivalent to $5.77 per com- 
mon share. 

Sales for the nine months ended 
October 1 totaled $48,293,700 and 
compared with sales of $62,174,- 
438 for the first nine months of 
last year, a decrease of 22. 

After provision for Federal in- 
come taxes, net income for the 
third quarter ended October 1, 
1949 was $61,499, equal after pre- 
ferred dividend to 4c per common 
share. Net income for the third 
quarter of 1948 was $1,296,962, 
equal to $2.02 per common share. 
Sales for the third quarter were 
$13,768,314 and compared with 
sales of $19,414,282 for the corre- 
sponding period last year. 

The extremely low profit mar- 
gin in the third quarter is the re- 
sult of the continued high cost of 
carpet wools and the 5% reduc- 
tion in carpet prices for the quar- 
ter. The price of carpet wools 
from the sterling areas and Ar- 
gentina have continued high, and 
the recent devaluation of curren- 
cies has given no relief. 

Effective November 21, com- 
pany increased carpet prices up 
to 7% and an average of 514%. 

Dividends in 1948 including ex- 
tras totaled $2.70 per share and 
current quarterly rate is 60c per 
share. 


Ekco Products Company 


With the increased use of pressure 
cookers in recent years, I was wondering 
how Ekco Products Company fared and 
how recent earnings were trending. 

W. D., Seattle, Washington 

Consolidated net income of 
Ekco Products Company in the 
third quarter of 1949 totaled 
$499,128, equal to 54c per com- 
mon share. ; 

This compared with $507,880, 
or 56c a share in the like 1948 
quarter. ; 

Net income for the first nine 
months of 1949 was $1,287,581 or 
$1.36 per common share, com- 


pared with $1,696,821 or $1.88. 
per share for the same period last 
year. 

Consolidated sales for the third 
quarter of 1949 were $7,574,012, 
against $7,215,716 for the period 
in 1948. Sales for the three quar- 
ters this year totaled $20,981,414 
compared with $22,160,510 in 
1948 comparable period. 

Domestic sales of $2,530,030 
for the month of September 1949 
exceeded the figure of $2,492,249 
for the 1948 month and at present 
are continuing to exceed last 
year’s figures. 

Third quarter consolidated fig- 
ures include for the first time the 
sales of Diamond Silver Company 
of Lambertville, New Jersey, ac- 
quired by Ekco Products Com- 
pany in August of this year. How- 
ever, earnings percentages against 
sales, excluding Diamond Silver 
Company, were entirely favorable 
for the period in comparison with 
last year. Third quarter sales and 
earnings were accompanied by re- 
duction in expenses and a reason- 
able number of price declines. 

Dividends of 30c per share have 
been paid in each quarter of the 
past two years. 

Ekco Products Company and 
subsidiaries manufacture pres- 
sure cookers, kitchen tinware, 
bakers’ tinware, kitchen tools, 
cutlery, flashlight cases, wooden- 
ware, stainless steel cooking uten- 
sils and aluminum ware. 


Robertshaw-Fulton Controls Co. 

Please advise products manufactured 
by Robertshaw-Fulton Controls Com- 
pany, recent earnings and dividends. 

P.F., Harrisburg, Pa. 

Robertshaw-Fulton Controls 
Company, listed on the New York 
Stock Exchange, manufactures 
and sells devices for automatic 
control and regulation of temper- 
atures and pressures, including 
bellows and bellows accessories, 
oven and water heater thermo- 
stats, safety pilots and Unitrol 
Combination Thermostats and 
Safety Pilots. 

Operations of the company are 
being maintained at the high rate 
which developed during the sum- 
mer months. On the basis of re- 
cent orders on hand, estimated net 
earnings for the full year of 1949 
should be in excess of $1.75 a 
share as compared with earnings 
of 5lc a share during the first 
half of 1949. A substantial better- 
than-seasonal improvement took 
place during the third quarter 
when net income rose to $633,877 
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K official revision), a drop of 
only eight points instead of 


BUSINESS ACTIVIT the initial 20-point forecast. 








PER CAPITA BASIS Strike effects thus failed to 
M. W. S. INDEX depress production to the 
Jul , im- 

adi res uly low of 162. One im 


portant prop to October 
production was a further rise 
in output of non-durable 


199 — goods, chiefly due to sub- 
stantial increases in textile, 

4 paper and printing industry 

180 : activity. Oil products output 


also gained but was cut 
back early in November be- 
cause of large stocks. Dura- 
170 — ble goods production alone 
was down about 12%, in 
October, mainly because of 
the virtual shutdown of blast 
furnaces, steel works and 
rolling mills. But activity has 
now picked up all around 
following the strike settle- 
ment and despite lingering 
strike effects (now rapidly 
disappearing), the FRB in- 
dex for November should 
approach the pre-strike fig- 
ure of 172 closely, if not 
fully. 

One favorable factor in 
the nearer term outlook is 
that orders on the books of 
many industries have _in- 
creased, showing an inter- 
ruption of the earlier down- 
trend, and further deflation 
i] | seems at least postponed. 
In the circumstances, 1949 is 
likely to end up with a smart 
pace of production and 
1950 will certainly get off to 
a good start. The fast recov- 
ery of the steel operating 
rate has been quite a sur- 
prise, and steel is likely to 
Va keep the economy going at 
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Whats Qhead por Rusiness? 


By E. K. A. 


It now appears that business during the steel and coal strikes 
held up considerably better than expected. The dip in the 
FRB production index for October went only to 166 (second 


oy ied 
a good pace. But one should never forget that transitional 
problems still loom ahead in various areas. Meanwhile 
changes in business and employment during the early part of 
next year should be small. 

Employment, too, has shown a quick recovery. In the manu- 
facturing field it fell some 425,000 from September to October 
but it has now largely recovered the losses arising from the 
disputes in steel and coal. At mid-November, total employ- 
ment was 59.5 million or 517,000 above the figure a month 
earlier. The upswing of course was partly seasonal and not 
exclusively iivelieg post-strike recovery. But unemployment 
was still around 3.4 million, a drop of only 167,000 from 
October and evidence of an increase in the number of sea- 
sonal workers looking for jobs. 

Automobiles and building activity remain outstanding 
bright spots in the 1950 outlook picture. Confidence in a con- 
tinued high level of consumer income and willingness to spend 
it is widespread among automobile manufacturers and Gen- 
eral Motors, for one, is planning ahead for another big pro- 
duction year. Realization of such expectations augur well for 
steel, too, and of course for the economy as a whole. 

The remarkable upsurge in home building this year is widely 
thought to have ehediad a return of confidence on the part 
of prospective builders who earlier had deferred plans in an- 
ticipation of a business recession and substantial price declines. 
The recession has been moderate and is now interrupted. 
Building costs have come down modestly but are not expected 
to drop rapidly, or much, under present and foreseeable condi- 
tions. Reasons for postponing needed home building there- 
fore have been less persuasive, and much the same can be 
said when it comes to 1950 building projects. It is one impor- 
tant argument in favor of well sustained building activity next 
year, subject to the usual seasonal pattern; also the need for 
housing is far from satisfied, particularly housing “at a price,”’ 
and builders are only now really beginning to meet this 
demand. 


Stability of Retail Sales 


The relative stability of retail sales on a nationwide basis 
has frequently been noted as one of the principal supporting 
factors during this year of adjustments. Retail trade remained 
relatively stable even during the period of rising unémploy- 
ment, declining pay rolls and curtailed production. A recent 
study by the Federal Reserve Bank of New York shows that from 
the all-time record set in August 1948 to the low point reached 
last July, the seasonally adjusted dollar volume of retail sales 
declined less than 5%, or approximately by the same per- 
centage as the retail price of all commodities. 

Retail trade promises to hold up well in the months ahead, 
and if autos and building toe the line as expected, there is 
little to worry about business in the first half next year. 
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The Business Analyst 





MONEY AND CREDIT — Swift recovery in steel operations 
and coal production sparked a sharp rise in common stocks 
during the week ended December 3. All three of our major in- 
dexes made new highs for the year, though they are still well 
below last year’s highs. Of our 46 group indexes, 13 also regis- 
tered new highs. The railroad group staged an exceptionally 
brisk rise of 8%, but stopped short of its previous 1949 high. 
Credit for this performance is obviously due to the brisk expan- 
sion in carloadings occasioned by heavy coal loadings. Bank 
stocks, corporate bonds and preferred stocks, and foreign gov- 
ernment dollar bonds also displayed a firm undertone but U. S. 
Government bonds were off fractionally. In the London market, 
British Consols continued to advance dette further weakness 
of the pound sterling, which at one time dropped to the equiva- 
lent of $2.20 in the Paris “free” market. During the fortnight 
ended November 23, commercial loans were off a little; but 
the bank report shows that holdings of U. S. Governments in- 
creased $388 million while demand deposits expanded $567 
million to a level only $27 million below a year ago. 


TRADE—Sales by all retail outlets during October were only 
3°, below last year. Department store sales in the week ended 
November 26 were 5% below the corresponding week last 
year, compared with a cumulative decline of 6% for the year 
to-date. 


INDUSTRY—Business activity recovered swiftly during the 
fortnight ended November 26, reaching a level fractionally 
above last year at this time. Third quarter earnings improved 
over the second quarter but were still considerably below last 
year. Construction still holds at near record levels. Demand for 
automobiles is expected to hold strong up to at least the autumn 
of next year. Petroleum industry faces keener competition next 
year from expanding production abroad. 


COMMODITIES—Farm products prices continued their steady 
advance during the fortnight ended December 3. Imported 
commodities, on an average, have more than recovered their 
post-devaluation losses. Government ordered acreage reduc- 
tions and lower support levels for several of next year’s crops. 





With steel operations back to better than their pre-strike level, 
and coal production largest in several years, the nation’s physi- 
cal volume of Business Activity expanded more than 5°/, 
during the fortnight ended November 26, attaining a level 
slightly above last year at this time. Unfortunately, this will be 
followed promptly by another moderate set-back, now that 
Lewis has ontined his coal miners back on a three-day week. 
. * * 

Not only the miners and their boss, but the Coal mining in- 
dustry itself, have come to an almost insurmountable impasse. 
Coal has already been overpriced to a point where demand, 
even in years of high general business activity, will not sustain 
continuous production at much more than two-thirds capacity. 
Under a three-, or even four-day week, unit costs of production 
will be uneconomically high, except for a few super-efficient 
mines, even without further wage increases; so that neither 
labor nor capital can receive adequate returns. Additional 
boosts in labor costs would necessitate still higher prices and 
thereby accelerate the industry's decline. Eventually, research 
may develop other uses for coal; but not this year nor next. 
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The Petroleum industry may be facing similar, though less 
formidable difficulties in the not too distant future, despite the 
rise in demand that has stemmed in large measure from high- 
priced coal. Overseas nations are fast expanding their pro- 
duction of oil so that they will not have to buy the American 
product with hard-to-obtain dollars. American companies op- 
erating abroad will bear the brunt of keener competition to 
result from a developing world surplus; producers at home will 
find their exports dwindling and may even suffer from compe- 
tion with imported oil and refined products. At the moment, 
partly in consequence of unseasonably warm weather, gasoline 
and heating oil prices are being ated here and there, while 
production is being curtailed to hold up the price of crude. 

* . * 





The Railroads are also losing business to competitors be- 
cause of a too rapid increase in costs, and hence charges, since 
the war ended. Yankee ingenuity under our free enterprise 
economy can devise means of absorbing rising wages if given 
time; but a precipitate rise in wages can only result in a corre- 
sponding rise in prices to the benefit of competitors. Take the 
case of the eastern carriers, for example: the recent boost of 
12!/2% in fares, which has just been made effective, makes a 
total increase of 44%, in pasenger fares since mid-1946, not 
including a 22% rise in commutation fares now under con- 
sideration by the |. C. C. The inevitable consequence is loss of 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor* 
MILITARY EXPENDITURES—$b (e) | Oct Per wr 24 tS:, .—.. ~ we 
Cumulative from mid-1940 | Oct. 388.4 387.2 373.6 13.8 private amenities whuans waliehenes on 
FEDERAL GROSS DEBT—$b Nov. 23 257.0 256.8 252.5 55.2 provided and maintained at no expense 
MONEY SUPPLY—$b to them; whereas the rails have to provide 
Demand Deposits—94 Centers... | Nov. 23 473 46.7 ~~ -47.3~—-26.1_ | their own tracks and maintenance. A minor- 
Currency in Circulation, ............ | Nov. 30 275 275 283 ~ 10.7  |ity report by the I. C. C. suggests that the 
railroads try reducing fares. Others sug- 
BANK DEBITS—13-Week Avge. gest Government subsidies. The unions, of 
New York City—$b ervesemmesoeennneeensvsrenstnssramessncess Nov. 23 8.26 8.16 8.40 4.26 course, hope it will end in Government own- 
93 Other Centers—$b ........................ Nov. 23 12.21 12.07 12.97 7.60 ership, forgetting how the railroads were all 
PERSONAL INCOMES—$b (cb3) Sept. 213 214 218 102 but wrecked under Government operation 
Salaries and Wages —..- Sept. 139 139 142 66 during World War |. One important cause 
Proprietors’ Incomes 0.0.0 Sept. 44 45 49 23 of the railroads’ difficulties since the war 
Interest and Dividends Sept. 18 18 16 10 has been the drop in coal traffic, and for 
Transfer Payments. -ennene nen Sept. 12 12 i 3 this there seems to be no permanent remedy. 
(INCOME FROM AGRICULTURE) Sept. 20 22 25 10 ° - * 
Yet in spite of many trials and tribula- 
POPULATION—m (e) (cb) Oct. 149.7 149.7 147.2 133.8 tions, the average corporation managed 
Non-Institutional, Age 14 & over... | Oct 110.0 109.9 108.9 101.8 to show Profits in the third quarter that 
Labor Force Oa one = 2 57.5 | were about 4% better than reported for 
Military ~——— | Oc es _ eid 1.89 | the second quarter. As usual, results were 
Civilian .. Oct a6 62.8 ene 55.6 | far from uniform, with a little less than half 
Unemployed Oct 3.6 3.4 1.6 3.8 | of the industries showing declines. Aircraft, 
Employed — Od. 0 “le 51.8 | Drugs and Textiles reported average gains 
In Agriculture Oct. ed va vad 8.0 | of more than 40%; while Coal and Floor 
Non-Farm Oct. wate = 51.6 43.8 | Coverings were off more than 55%. Third 
At Work Od. pigs i pote 43.2 | quarter comparisons with the like period 
Weekly Hours enon Oct. 41.3 37.9 41.9 42.0 last year, showing an average drop of 
Man-Hours Weekly—b | Oct. 2.04 1.85 2.09 182 | around 16%, were less cheering. Only 7 of 
EMPLOYEES, Non-Farm—m (Ib) Oct. 42.7 43.5 44.9 37.2 | 24 industries reported gains, including in- 
Government Oct. 5.9 5.9 5.7 4.6 | creases of more than 50% for Air Lines, 
Factory Oct. 14.0 14.3 15.5 13.8 | Aircraft, Automobiles and Equipment. Coal, 
Weekly Hours | Oct. 39.7 39.6 40.0 40.3 | Floor Coverings, Textiles and Railroads 
Hourly Wage (cents) .............. | Oct. 139.2 140.7 139.0 78.1 | showed declines of more than 50%. 
Weekly Wage ($) _.........------ | Oct. 55.26 55.72 55.60 32.79 ee ha ° # 
espite strikes and unseasonably warm 
9 senctaione ae — “ei id a ae — Kei weather, Retail Sales in October aver- 
= : . ; aged only 3% below last year; though de- 
COST OF LIVING (Ib3) mand for non-durable goods was off 7!/2%,, 
Food Oct. 168.5 169.6 173.6 110.2 with apparel sales down 17%, from last 
Clothing Oct. 200.6 204.2 215.2 113.1 | year. Sales of automobiles, facilitated by 
Rent Oct. 186.8 187.2 201.6 113.8 | liberal supplies of credit, showed a rise of 
RETAIL TRADE—$b Oct. 215 i212 1167 4.72 | 18% above a year earlier. 
Retail Store Sales (cd) —.. Oct. 11.15 10.98 11.51 1.07 : . P 
Hy ea Py 3.57 3.53 333 365 |.. Federal Reserve officials, with an eye to 
Vii. ne 758 745 815 0.49 frightening Congress into restoring their 
Dep't Store Sales (mrb) ........... | Oct. 084 08! 0.94 5.46 | apsed authority, are voicing concern over 
Retail Sales Credit, End Mo. (rb2).. | Oct. 887 857 7.70 +1078 _| the rapid expansion of Consumer Credit. 
Actually, the total volume of such indebt- 
MANUFACTURERS’ edness now outstanding amounts to less 
New Orders (cd2)—Total — | Aug. 211 192 251 18! than 9% of all disposable incomes after 
Durable Goods onc ceceeeeeeee Aug. 226 191 287 221 taxes, compared with 1] . in pre-war 1939. 
Non-Durable Goods | Aug. 199 193 230 157 * * * 
Shipments—$b(cd)—Total ........... Sept. 19.3 18.9 20.3 8.3 Moreover, the Federal Reserve Board 
Durable Goods... Sept. 8.1 7.9 8.5 4.1 | itself has recently directed attention to the 
Non-Durable Goods - | Sept. 11.2 11.0 11.8 4.2 | potentially large demand for Automo- 
BUSINESS INVENTORIES, End Mo. biles, and hence automobile instalment 
Total—$b (cd) Sept. 54.7 54.2 57.6 28.6 | credit, pointing to “a continuing high level 
Manufacturers’ Sept. 31.1 31.7 33.2 16.4 | of sales” up to at least the autumn of next 
Wholesalers’ Sept. 9.1 8.9 9.5 4.1 | year. Despite record sales this year, pro- 
Retailers’ Sept. 14.5 13.6 14.9 8.1 | portionately fewer families own a car now 
Dept. Store Stocks (mrb) Sept. 2.2 2.0 2.4 1.4 | 'than in 1941, and more of those they do 
BUSINESS ACTIVITY—1—pc Nov. 26 164.4. 159.7. 167.2 + +141.8 | own are of an age which would normally 
Gt 1 8 OOO ee? Nov. 26 190.6 185.1 190.3 1465 | call for replacement. 
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Latest Previous re- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor* 
INDUSTRIAL PROD.—1—np (rb) Oct. 166 174 195 174 * * * 
Mining Oct. 114 119 158 133 Construction activity also continues to 
Durable Goods Mfr.__-__ | Oct. 174 197 231 220 hold up phenomenally. Ex enditures in 
Non-Durable Goods Mfr... | Oct. 176 172 179 151 October, though somewhat satin season- 
CARLOADINGS—t—Total Nov. 26 665 759 723 833 ally than for September, were 2°, above 
Manufactures & Miscellaneous. Nov. 26 295 330 339 379 last year and the largest for any October 
Mdse. L. C. L. Nov. 26 73 85 90 156 on record. Number of new dwelling units 
Grain Nov. 26 42 5! 45 43 (100,000) started was the largest for any 
ELEC. POWER Output (Kw.H.)m =| Nov.26 5,537 5,644 5,349 (3,267 inal history, and 26,600 more than 
SOFT COAL, Prod. (st) m Nov. 26 ba.2 14.2 10.5 10.8 " * * 
Cumulative from Jan. | Nov. 26 386 373 545 446 Furniture orders booked by manufac- 
Stocks, End Mo Oa. = ch mend 61.8 | turers in September and October were 15%, 
PETROLEUM— (bbis.) m above last year—the first year-to-year in- 
Crude Output, Daily __. |_ Nov. 26 5.2 5.2 5.7 4.1 | crease this year. This compares with a 16% 
Gasoline Stocks Nov. 26 105 103 94 86 decline for 10 months. 
Fuel Oil Stocks Nov. 26 67 69 64 94 pe ‘ e 
Heating Oil Stocks Nov. 26 92 93 89 55 
Demand for Textiles, with rayon in the 
LUMBER, Prod. (bd. ft.) m Nov. 26 544 677 481 632 lead and cotton second, has picked up 
Stocks, End Mo. (bd. ft.) b______._ | Sept. 7.8 7.9 6.6 12.6 sharply since the bottom was struck in July. 
STEEL INGOT PROD. (st.) m Oct. 0.92 659 8.00 96 | Rayon shipments hit a record high in Octo- 
Cumulative from Jan. | mnie | Cth 65.9 65.0 73.1 74.7 | ber, 7% above last year. Producers’ stocks 
ENGINEERING CONSTRUCTION were reduced 23%, during the month; but 
AWARDS—$m (en) Dec. | 220 90 362 94 were still more than twice as large as at the 
Cumulative from Jan. | Dec. | 7513 7,294 6591 5,692 end of October last year. Shipments for 10 
months were still 159 below the corre- 
apm eger yr} sponding period last year; but the decline 
Paperboard, New Orders (st) t Nov. 26 165 180 151 165 for the ai een o. expected to be only e 
Cigarettes, Domestic Sales—b Oct. 29.5 31.7 31.1 17.1 littl than 10%, trasted with 15% 
Footwear Production (pairs) m Sept. 41.5 45.0 42.1 34.8 rae ee eee eet er — ior ° 
Pneumatic Casings Production—m Sept. 5.6 6.2 6.9 4.0 for cotton consumption and 25% for wool. 
Motor Vehicles, Factory Sales—t Oct. 573 626 492 352 The trade is predicting six months of sus- 
Portland Cement Prod. (bbls.) m Sept. 19.2 18.7 18.6 14.9 | tained operations for U. S. cotton mills... 





b—BiHions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—I00). cd3—Commerce Dept., 
seasonally adjusted monthly totals at annual rate, before taxes. 
Data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted Index (1935-9—100). 
(1926—100). Ib3—Labor Bureau (1935-9—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall 
Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc—Per Capita Basis. rb—Federal Reserve Board. 
tb2—Federaf Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. *—1941; November, or Week ended December 6. 


cdi b—Commerce Dept. 


Labor Bureau and other 


(1935-9—100), usin 
con lb2—Labor Bureau 


Ib—Labor 
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No. of 1949 Ind (Nov. 14, 1936, C—100) High Low Nov.26 Dec.3 
Issues (1925 Close—100), High Low Nov.26 Dec.3 100 HIGH PRICED STOCKS. 85.12 71.00 83.24 85.12A 
320 COMBINED AVERAGE 131.3. 108.0 -—«-'127.2,—«131.3A_| 100 LOWPRICED STOCKS 146.85 119.71 141.07 146.854 
4 Agricultural Implements _.._ 205.2 162.1 190.3 195.9 6 Investment Trusts... == 70.2 53.9 67.1 70.2A 
10 Aircraft (1927 Cl—100)_....-1175.3 138.2 160.6 164.6 3 Liquor (1927 Cl—100) 785.1 602.9 781.7 785.1A 
6 Air Lines (1934 Cl—100)_. 454.7 366.1 418.8 425.8 10 Machinery 0. we 115.9 132.1 135.9 
6A nt 93.4 75.7 88.7 SLT 3 Mail Order «104-9 87.1 99.8 103.2 
12 Automobile Accessories 192.0 145.2 180.4 192.0A 3 Meat racking CCID 63.3 78.1 78.8 
12 Automobiles = == —si229.7 21.3 25.8 26.7 12 Metals, Miscellaneous _..__ 1158.1 122.0 141.9 143.2 
3 Baking (1926 Cl—100)_....__ 20.8 18.1 20.4 20.8A 4 Paper _ 38.6 27.9 36.3 38.6A 
3 Business Machines 247.0 209.0 243.1 247.0 29 Petroleum ba i at = 207.1 245.1 252.4 
2 Bus Lines (1926 Cl—100)_. 147.0 118.3 137.9 147.0A 21 Public Utilities 0. 392.8 102.4 135.9 139.8C 
S Ghamicalt. 222 2GN4 212.7 255.5 261.4A 6 Radio (1927 Cl—!00) 26.7 13.6 16.9 17.6 
3 Coal Mining 19.2 11.2 13.1 13.3 9 Railroad Equipment... 50.0 36.5 42.6 44.8 
4 Communication 39.4 31.8 37.2 38.9 24 Railroads pe Ey 17.5 20.0 21.5 
13 Construction 59.4 47.4 58.0 59.4A 3 Realty 30.2 21.4 28.3 29.4 
TACONICINONS cena ZENG 240.7 286.5 292.6A 3 Shipbuilding . 144.0 120.0 133.0 136.5 
9 Copper & Brass_.._ 95.8 67.4 78.8 82.3 3 Soft Drinks 367.4 298.2 321.3 329.5 
2 Dairy Products 70.1 53.3 70.1C 69.9 14 Steel & Iron _ 106.2 77.0 91.9 94.9 
5 Department Stores . 57.4 49.2 55.6 57.2 3 Sugar 49.4 39.8 48.9 48.4 
6 Drugs & Toilet Articles <= aS 141.6 173.9 177.3A 2 Sulphur 318.6 233.8 312.4 314.6 
2 Finance Companies 315.4 246.1 314.2 311.7 5 Textiles 132.5 100.9 127.2 131.0 
7 Food Brands 171.0 146.0 165.7 168.6 3 Tires & Rubber a ee 26.6 30.2 30.8 
2 Food Stores 93.4 58.5 89.1 93.4C 6 Tobacco 84.2 67.1 82.9 83.4 
3 Furniture 70.7 54.7 67.5 69.0 2 Variety Stores = 346.2 308.3 333.2 336.2 
3 Gold Mining C795 566.3 689.3 679.8 17 Unclassified (1948 Cl—100) 112.8 93.2 108.5 112.8A 
New HIGH since: A—1 948; C—1946. 
DECEMBER 1949 297 


17, 











While farm commodity futures indexes continued to advance 
leisurely during the fortnight ended December 3, price move- 
ments among individual commodities were far from uniform. 
With a European wheat crop the biggest since the war, the 

rice at Chicago hit a new 1949 high. Hogs, on the other hand, 
neat their support level, while eggs at wholesale sank to an 
8-month low on heavy output and doubts about U. S. supports 
next year. Unless memory fails us, foreign nations when devalu- 
ing their currencies about three months ago explained that the 
object was to stimulate their exports to the dollar area by mak- 
ing prices more attractive here. Well: the Labor Bureau's index 
of spot prices for 28 basic commodities (tabulated below} 
reveals that average prices for 11 imported commodities are 
now 3!/2°%, higher than before devaluation, whereas 17 domes- 


tic commodities average 3!/2% lower. Green coffee beans, 
for example are 25 cents higher than a month or so ago, while 
carpet wool from the Argentine is up 28%, in 5 months. Fine 
apparel wool from Australia has recovered all of its post-deval- 
uation drop. Since devaluing her currency 30%, Australia has 
upped the price of her wheat by 45%. This leaves the price 
unchanged to dollar customers, but 45°% dearer to sterling cus- 
tomers. England and India are protesting vehemently; but 
Australia replies: ‘Take it or leave it: we have plenty of other 
buyers.” Here at home, Government planners are ailing what 
may prove to be ineffectual efforts to prevent already huge 
surpluses from growing larger. If acreage restrictions are 
clamped on cotton, corn, wheat next year, farmers are already 
planning to grow other crops in their place. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 


Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo. 3. Mo. 6Mo. 1 Yr. Dec.6 
Dec.5 Ago Ago Ago Ago Ago 194! 
249.4 249.1 249.1 251.3 235.0 303.9 156.9 
260.0 261.2 262.6 250.8 237.3 273.1 157.3 
242.8 241.5 240.8 250.5 233.6 325.6 156.6 


28 Basic Commodities 
1! Imported Commodities 
17 Domestic Commodities 


Date 2Wk. | Mo. 3 Mo. 6Mo. 1 Yr. Dec.6 
Dec.5 Ago Ago Ago Ago Ago 194! 

. 298.9 290.1 291.2 302.2 294.4 320.9 163.9 
. 303.3 300.2 298.6 301.7 280.1 341.4 169.2 
ue 227.0 222.9 228.4 228.9 216.6 279.9 148.2 


7 Domestic Agriculture 
12 Foodstuffs 
16 Raw Materials .......... 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
High __....__. 161.5 162.2 164.0 95.8 85.7 783 65.8 93.8 
Low 134.9 149.2 1264 93.6 74.3 61.6 57.5 64.7 
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Average 1924-26 equals 100 


1949 1948 1947 1945 1941 1939 1938 1937 
High _.._. 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
LOW oo _ 122.45 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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Investment Audit of 
Johns-Manville 





(Continued from page 289) 


year, averaging about $5.2 mil- 
lion, but spurted to $9.4 million in 
1947 and to $15.4 million for an 
all-time record in 1948. On a per 
share basis over a ten year period, 
the rise from $1.47 in 1939 to 
$5.22 last year was impressive. In 
this connection it is pertinent to 
note that during the past 20 years 
at least, Johns-Manville has never, 
with the exception of 1932, failed 
to operate profitably though earn- 
ings in some years have varied 
considerably. 

In the first nine months of the 
current year, reported net earn- 
ings of $10.4 million or $3.52 per 
share were larger than in any full 
year of the company’s history 
prior to 1948 and well above the 
ten year average of $6.7 million 
or $2.41 a share. Equally signifi- 
cant is that in 1948, net earnings 
equalled about 16% on invested 
capital*and have continued close 
to this rate in 1949. This contrasts 
rather notably with a similar ra- 
tio of 8.4% ten years ago. At that 
time, though, annual sales of $52 
million compared with invested 
capital of $50 million, whereas 
currently volume is running at 
about 165% of combined capital 
and surplus. 

As for dividends, since Johns- 
Manville (the present corpora- 
tion) incorporated in 1926, pay- 
ments have been maintained regu- 
larly except in the acutely de- 
pressed years of 1933 and 1934. 
Payments on the present common 
stock in the last decade were very 
stable in the first six years and 
have trended steadily upward ever 
since. In the 1927-48 _ period, 
shareholders received an average 
of about 58% of net earnings but 
because of heavy capital needs in 
recent years this percentage was 
reduced to around 45%, the bal- 
ance being retained for use in the 
business. 

Although earnings for the final 
quarter of 1949 remain to be de- 
termined, declaration of a $1.30 
per share year-end dividend swells 
the total for 1949 to $2.50. As- 
suming that earnings for the full 
year may not be far from $4.30 a 
share, payments in 1949 would 
once more represent about 58% 
of net, reflecting the virtual com- 
pletion of the company’s expan- 
sion program. There is according- 
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ly a chance that henceforth stock- 
holders may expect a more liberal 
share of earnings than in earlier 
postwar years. 

Viewed in perspective, Johns- 
Manville Corporation seems to 
have emerged on a new and 
higher plateau, indicative of its 
enlarged stature. Strongly en- 
trenched with an expanding trade, 
producing items of essential need 
for most industries and strongly 
financed, the company’s medium 
term outlook offers much encour- 
agement. For more than twenty 
years a high degree of managerial 
ability has been evident and an 
experienced top personnel  re- 
mains at the helm. This augurs 
well for the company’s future. 

While the sensitivity of the 
building business to broad cyclical 
fluctuations in the economy adds 
a somewhat speculative tinge to 
J-M shares, they nevertheless 
have considerable appeal for long 
term investment, provided proper 
timing of purchases is observed. 
The recent price of 43 is about 12 
points under the 1946 high and 
compares with a 1949 range of 
high — 45, low — 3014. Based on 
1949 dividends, the current yield 
is around 5.8%, rather attractive 
for shares in a company so sound- 
ly financed and well managed. 
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or 538c a share. This brought total 
earnings for the first three quar- 
ters to $1.04 a share. 

In September 1949, the com- 
pany retired $833,000 of its de- 
bentures—$250,000 in excess of 
the requirements of the inden- 
ture. This reduced the outstand- 
ing 334% 15-year debenture issue 
from an original total of $5 mil- 
lion to $3,446,000. 

Quarterly dividend was recent- 
ly increased from 20c to 25c¢ per 
share and a 15c per share extra 
was declared payable on January 
1, 1950. Thus payments for 1949 
total $1.00 per share against 70c 
paid in 1948. 





Television 





(Continued from page 286) 


October 31 is estimated to have 
approximated $4.50 a share, com- 
pared with $3 a share in the pre- 
ceding fiscal year. 


It has been the company’s policy 
to purchase from others major 
components and to avoid large in- 
vestments in plant and inventor- 
ies, thereby minimizing risks of 
price fluctuations. This policy may 
help explain the rapid rise in sales 
volume and profit margins. For 
this reason, too, the management 
feels it is justified in pursuing a 
relatively liberal dividend policy, 
inasmuch as there is less need for 
retaining large working capital for 
plant expansion and for financing 
inventories of raw materials. The 
company’s record in radio for qual- 
ity products and for aggressive 
merchandising is expected to 
stand it in good stead in televis- 
ion’s growth. 


Du Mont Laboratories 


DuMont Laboratories is regard- 
ed as the engineering leader of the 
industry. The company has con- 
centrated on development of high 
quality products for receiving sets 
as well as for telecasting and for 
“pickups” of events at points dis- 
tant from studios. The manage- 
ment appears to have stressed 
technological progress rather than 
financial gains, for earnings have 
been relatively small in relation to 
indicated sales volume and cover- 
age of the field. No doubt telecast- 
ing network have tended to impair 
profits on the manufacture of sets 
and parts. Earnings for the year 
may not show any substantial im- 
provement over the $1.29 a share 
of 1948, and this may be due in 
part to abnormal expenses incident 
to construction of a new plant near 
Paterson, N. J., and to removal of 
manufacturing operations to the 
modern facilities. The manage- 
ment is making preparations for 
extensive growth in years to come. 


Zenith Radio was another man- 
ufacturer who delayed venturing 
into the field until a short time ago, 
and, judging from trade observa- 
tions, results have not been alto- 
gether satisfactory. It is a little 
early to attempt to forecast earn- 
ings potentialties for the fiscal 
year ending next April, but net 
for fiscal 1949 declined to $5.50 a 
share from $7.08 in the preceding 
year. Slackening demand for home 
radios and phonograph combina- 
tions, in which Zenith has special- 
ized, may have an adverse effect on 
operations over the near term. 
Competition in sets promises to be 
sufficiently keen to demand aggres- 
sive merchandising and manufac- 
turing policies in order to maintain 
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earnings on the standard estab- 
lished by this company. 

Sylvania Electric Products is a 
leading manufacturer of cathode 
ray (picture) tubes, an essential 
component of television sets, and 
through its Colonial Radio divis- 
ion has ventured into production 
of receiving sets for direct sale to 
the public. Noblitt-Sparks has en- 
tered the field with its Arvin mod- 
els and is prepared to manufacture 
television sets for distribution by 
merchandisers such as the mail or- 
der houses. Magnavox has been 
meeting with fair success in devel- 
oping a quality model for particu- 
lar customers, but from an earn- 
ings standpoint results have fallen 
short of hopes of its stockholders. 
Raytheon has been competing in 
the low-priced field with its Bel- 
mont Radio division model. Thus 
far it has been difficult to appraise 
results. 

General Electric and Westing- 
house Electric, too, are represented 
in the industry, but so far as finan- 
cial results are concerned, it seems 
reasonable to assume that televis- 
ion is comparatively unimportant. 
In any event, earnings of these 
concerns are more likely to be de- 


termined by profit margins on 
electrical apparatus and on a wide 
variety of household appliances 
than by television alone. 

Corning Glass Works, leading 
producer of cathode tube “blanks” 
(the glass casings in which 
electrical components are sealed), 
deserves consideration as a repre- 
sentative of the television indus- 
try, for it seems quite likely that 
volume in these “blanks” eventu- 
ally may become a major contri- 
bution to the company’s total pro- 
duction. Libbey-Owens-Ford is an- 
other important producer of glass 
“blanks.” 

Briefly summarizing observa- 
tions under present conditions, it 
seems fair to say that broadcast- 
ing companies may become the 
principal money-makers of the in- 
dustry — just as in radio — al- 
though over the near term, well 
managed set manufacturers seem 
likely to fare better unless com- 
petition should become disastrous- 
ly keen. Merchandising video sets 
seems to have reverted to the sea- 
sonal pattern experienced by radio, 
indicating that largest sales are in 
prospect for the last four or five 
months of the year. 








me 





* 
America’s 
smartest 


gift idea 


The only whisky gift of its kind 


Si Solr 


PERSONALIZED BOTTLE 


Seo 


America’s richest whisky in a handsome gift carton 
with your own choice of 3 golden initials 








i, 






PROOF. 62 GRAIN NEUTRAL SPIRITS. 
RARE BLENDED WHISKY Scuencey oisteisutors INc., NEW YORK CITY 


300 


THE 








Happening in Washington 





(Continued from page 272) 


letter, in which event southerners 
will be alienated from the demo- 
cratic party in even greater num- 
bers or the rule must be weasel- 
worded, shot with loopholes, in 
which case the Negro voters are 
bound to cry “‘double-cross.” Upon 
the language will depend the ex- 
tent to which builders and home 
owners must lean more heavily 
upon private financing, but in the 
event that reliance promises to be 
substantial. 





For Profit and Income 





_ (Continued from page 286) 
tial speculative potentiality in it 
over a period of time. 


National Gypsum 


The 1949 earnings of this com- 
pany will be at least 35% under 
1948’s record $3.60 a share. They 
fell to only 38 cents a share in 
the second quarter, when inven- 
tory curtailment by distributors 
of building materials was severe, 
and much out of line with the 
actual trend of construction. This 
has already been reversed, with 
net rising to 74 cents a share in 
the third quarter. Probably cur- 
rent earning power, and 1950 
earning power, is in the vicinity 
of $3, giving wide coverage to the 
$1 dividend, and justifying some 
eventual increase therein. The 
stock is now around 18, against 
the June low of 11%; but it sold 
as high as 3314 in 1946. No doubt 
it can be bought cheaper on the 
next general sell-off; but its ac- 
tion should be superior to that of 
the market for the foreseeable 
future. 


Florida Power 


This electric utility serves a 
sizable area in Florida and South 
Georgia, with stable residential 
and commercial business provid- 
ing much the greater part of earn- 
ings. The latter will set a new 
peak for 1949, perhaps in the 
vicinity of $1.70 a share. Gross 
is virtually certain to rise further 
in 1950; and the outlook for fuel 
costs, now well down from thelr 
peak, is at least satisfactory. 
Hence, share earnings probably 
will rise further. The stock is now 
around 17, yielding a return of 
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7% on the apparently secure $1.20 
dividend rate. On straight invest- 
ment factors, it could sell mate- 
rially higher in time. 


Purity Bakeries 


The company operates 49 bak- 
ing plants in 14 states in the East, 
Mid-West and South-West, being 
represented in the New York City 
area by the 1380 Cushman stores. 
Due to the long strike affecting 
New York City results earlier this 
year, 1949 net will be around 30% 
under 1948’s $4.93 a share. How- 
ever, the recent trend has been 
upward; and net of $4 or more 
a share in 1950 should be attain- 
able. Finances are strong; and 
dividends, paid each year since 
1928, are fairly liberal. The pres- 
ent $2.40 regular rate seems likely 
to continue. With the stock around 
2814, the yield is over 8.4%. 


Box Score 


In November, 23 corporations 
omitted or reduced dividends, 
compared with 17 in the same 
month in 1948. Dividends were 
increased by 388 companies, 
against 47 a year ago. There were 
extra payments by 309 companies, 
compared with 337 a year ago. 
The box score is still quite good, 
but the over-all batting average 
is clearly falling. That is so in 
numbers of companies. The total 
money being paid out in divi- 
dends, however, will set a new 
peak for the fourth quarter of 
this year. One questionable thing 
about the market trend is that 
when stocks sell ex-dividend, the 
amount of the dividend is not 
being readily made up. As a gen- 
eral rule, it is made up promptly 
in real bull markets. 





Prospects for the Automobile 
Industry—Looking Into 1950 
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compared with $3.03 in the same 
1948 period. Hudson, though, has 
thus far in postwar benefitted 
from higher prices that may not 
remain stable now that competi- 
tion has become more severe. In 
other words, there is a chance 
that the company’s profit margins 
may narrow somewhat in the not 
distant future if lower prices are 
established. This old concern, on 
the other hand, has always been 
exceptionally well managed and 
aggressive policies have enhanced 
its growth. While annual earnings 
DECEMBER 
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| The birth of a new special-purpose 
steel is almost an annual event in the 
Armco Research Laboratories. Each 
“new arrival” is evidence of the skill 
and pioneering spirit of the Armco 
| organization in creating more and bet- 
ter stecls for industry’s needs. 

As carly as 1903, Armco Research 
and Production Engineers developed 
clectrical steels with controlled mag- 
| netic qualities. In the rapid succession 
| of new grades of iron and steel that fol- 
lowed were Armco Ingot Iron, the most 
highly refined iron that had ever been 
produced in commercial quantities, and 
Armco Enameling Iron, “the world’s 
standard for fine porcelain enameling.” 

Then came the most notable of all 


coast to coast. The Armco 





for some time to come may not 
equal the $7.28 per share reported 
in 1948, it seems likely that divi- 
dends aggregating at least $1.70 
per share should be paid in 1950. 

Nash - Kelvinator Corporation 
ended its fiscal year on September 
30 with net profits of $26.2 mil- 
lion, 23% above last year, and 
with per share net of $6.04 com- 
pared with $4.64. Nash has been 
forehanded in anticipating the 
need for lower prices, as shown 
by cuts of from $75 to $120 on 
its 1950 line. A current uptrend 
in demand for refrigerators, if 


ARMCO STEEL CORPORATION 


Headquarters at Middletown, Ohio, with plants and sales offices from 
International Corporation, world-wide. 





| We have a new one almost every year 


Armco developments—a_ revolutionary 
process for rolling wide stcel sheets 
continuously. ‘Today, Armco-invented 
continuous rolling mills are used by 
steel producers all over the world. 
Armco’s growing family of special- 
purpose steels also includes such prod- 
ucts as Armco Zinccrip, Armco PaINnt- 
crip, Armco ALUMINIZED, Thin-Gage 
Electrical Steels and many special types 
of Stainless Steel including ‘Thin-Gage. 
A vigorous research program has con- 
tributed much to the company’s eco- 
nomic soundness. By creating new and 
better methods and steel products, it is 
continually opening new markets and 
providing greater stability —both for 


today and tomorrow. 
DR Cy 


Y 


it holds may offset possibly re- 
duced sales of motor cars, revers- 
ing the situation characterstic of 
the past year. Nash, like many 
other of its competitors, is ex- 
periencing sharply reduced pro- 
duction in December due to steel 
shortages. The company’s Cali- 
fornia assembly plant has been 
closed until after the year-end for 
this reason. While conditions in 
1950 point to fairly smooth oper- 
ations, earnings of Nash may be 
considerably below its 1949 fiscal 
year. 

Supplier strikes, some price re- 
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ELECTRIC BOAT COMPANY 
445 PARK AVENUE 
NEW YORK 22, NEW YORK 


The Board of Directors has this 
day declared a year end dividend of 
fifty cents per share on the Common 
Stock of the Company payable De- 
cember 19, 1949, to stockholders of 
record at the close of business Dec- 
ember 9, 1949. ; 

Checks will be mailed by the 
Bankers Trust Company, 16 Wall 
Street, New York 15, N.Y., Trans- 
fer Agent. 

R. P. MEIKLEJOHN 


November 28, 1949 Treasurer 




















MIDDLE 
SOUTH 
UTILITIES, 


DIVIDEND 





The Board of Directors has this 
day declared a dividend of 27'2¢ 
per share on the Common Stock, 
payable January 3, 1950, to stock- 
holders of record at the close of 
business December 13, 1949. 

H. F. SANDERS, 


Treasurer 


New York 6, N. Y. 
December 2, 1949 























Exide 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


197th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
final dividend for the year 1949 of 
fifty cents ($.50) per share on the 
Common Stock, payable December 31, 
1949, to stockholders of record at the 
close of business on December 12, 
1949. Checks will be mailed. 
H. C. ALLAN, 
Secretary and Treasurer 


Philadelphia 32, December 2, 1949. 





ductions and delays caused by 
model change-overs adversely af- 
fected operations of Packard 
Motor Car Company in the sec- 
ond quarter, although the first 
three months brought satisfactory 
gains. Volume spurted again in 
the third quarter, but it looks as 
if earnings for 1949 may not ex- 
ceed 80 cents per share compared 
with $1.01 in 1948. Intensified 
competition may hamper Pack- 
ard’s progress in the coming year 
but the company has a special 


. Clientele always ready to purchase 


its product. Over a period of 
years, though, the earnings of 
this concern have been unimpres- 
sive, and as they are spread over 
a very large number of shares, 
the stock has rather limited ap- 
peal. 

Independent makers of trucks 
have had a rough time through- 
out the year for a number of rea- 
sons. The big manufacturers of 
passenger cars that also produce 
trucks have captured more than 
their normal share of the truck 
markets. Lower production by the 
independents has lifted their unit 
costs in a period when prices 
tended to weaken. Hence of eight 
reporting companies in this divi- 
sion, only three operated at a 
profit in the first half year, and 
dividend casualties were frequent. 
As we have pointed out, though, 
demand for trucks has improved 
and it is probable that some of 
the stronger concerns next year 
will experience better cost con- 
trols. On the whole, such well en- 
trenched truck manufacturers as 
Diamond T, White and Mack 
Trucks seem likely to overcome 
many of their 1949 difficulties in 
1950, although the outlook is con- 
siderably clouded. 





Opening the 
“Dark Continent’ 














Allied Chemical & Dye Corporation 
61 Broadway, New York 
November 29, 1949 

Allied Chemical & Dye Corporation 

has declared the following dividends on 

the Common Stock of the Company: 
Quarterly dividend No, 115 of One 
Dollar and Fifty Cents ($1.50) 
per share. 
Special dividend of Four Dollars 
($4.00) per share. 

Both dividends are payable December 

20, 1949, to common stockholders of 

record at the close of business Decem- 


ber 9, 1949. 
W. C. KING, Secretary 
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to speed up cotton growing. There 
is also increasing interest in the 
development of timber resources, 
particularly in the Congo and 
West Africa. 

Tropical Africa has definitely 
great possibilities for the Ameri- 
can trader and investor. But as 
has been pointed out before, its 
development, if it is to be on a 
sound basis, must include the con- 
struction of transportation facili- 
ties, public utilities, the exploita- 
tion of fuel and hydro-electric re- 
sources, and last but not least, 


larger food supplies. Hand in 
hand must go the improvement 
of sanitation and housing, and 
the general raising of the stand- 
ard of living. None of these 
things can be accomplished over- 
night, and in a way, it is most 
desirable that the economic and 
social changes be not too fast and 
too‘drastic, lest they might result 
in political and social tensions 
likely to be exploited by the com- 
munists. 

The main problem ahead is the 
raising of the productivity of the 
native. His purchasing power 
cannot expand if his output con- 
tinues low. A part of the problem 
lies in providing the native with 
proper education, training, in im- 
proving his diet, and in the con- 
trol of such debilitating diseases 
as sleeping sickness, hookworm 
and malaria. But there is also the 
climate to be reckoned with. Will 
the natives work long enough to 
buy better foods or the industrial 
products of the West? Will they 
improve the yield of their fields 
through crop rotation and use of 
fertilizer? Only the future will 
tell. 

There is evidence that the na- 
tives will work hard to buy such 
Western products as_ bicycles, 
radios, and agricultural tools. On 
the other hand, Miss Elspeth 
Huxley of the famous British 
Huxley family, writing in the 
latest issue of “Foreign Affairs” 
points out the native’s tendency 
to “visit,” drink beer, attend 
burials and local fiestas, and in 
general enjoy life to the full in 
African fashion. Miss Huxley re- 
ports, that “it was found recently 
on a group of East African sisal 
estates that the average work 
week was but 23 hours. The day’s 
task was normally completed by 
11:30 a.m., and all inducements 
by the way of bonuses to put in 
overtime was rejected.” And she 
adds, “many Europeans sweating 
in the stifling heat of a tropical 
afternoon wonder if after all, the 
Africans are not wiser,” for in 
valuing leisure, are not the “Afri- 
cans chiming in with the modern 
trend in Europe and America 
toward shorter working hours 
and less toil? Who are we to tell 
them to work harder when we 
make a principle of doing less 
ourselves?” 

All these things must be taken 
into consideration. Tropical Afri- 
ca is in the process of transfor- 
mation from a tribal to a modern 
economy — she is in the midst 
of “growing pains.” Her popula- 


THE MAGAZINE OF WALL STREET 





— FOE oe ee OU ome oe ees eet ee he le 


| in 
nent 
and 
and- 
hese 
ver- 
nost 
and 
and 
sult 
ions 
:om- 


, the 
the 
ywer 
con- 
lem 
with 
-im- 
con- 
ases 
orm 
» the 
Will 
h to 
trial 
they 
elds 
e of 
will 


na- 
such 
cles, 
. On 
peth 
tish 
the 
irs” 
oncy 
tend 
1 in 
1 in 
 ye- 
ntly 
sisal 
vork 
ay’s 
| by 
ents 
t in 
she 
ting 
ical 
the 
eI 
fri- 
lern 
rica 
urs 
tell 
we 
less 


ken 
fri- 
for- 
lern 
idst 
ula- 


EET 





tion has more than doubled in the 
past 50 years. The value of her 
trade (imports and exports com- 
bined) which was about $600 mil- 
lion at the beginning of this cen- 
tury doubled during the first 13 
years. It doubled again during 
the next 16 years to about $2.5 
billion just before the Great De- 
pression. It took nearly 20 years 
for it to double again to about $5 
billion in 1948 This has been a 
good record which may be re- 
peated again, if Africa survives 
her growing pains without bog- 
ging down in socialism and com- 
munism. 





Patchwork Economics 
—Where Will It Lead Us? 





(Continued from page 267) 


like excise tax cuts, a big public 
works program, quick action on 
the broadening of Social Security, 
and new laws to help maintain a 
high level of residential construc- 
tion and facilitate industrial plant 
expansion. 

The real danger of course lies 
in the conflict of opinion. Which- 
ever viewpoint prevails may be 
wrong (it happened before) and 
lead to the wrong “prescription” 
with unsettling results. This time 
last year, most Government fore- 
casters were warning the Presi- 
dent to expect more inflation, and 
this right in the face of recessive 
tendencies. The result was his de- 
mand for $4 billion in new taxes 
and more controls over business 
which, fortunately, Congress re- 
fused to approve. And we all re- 
member how fear of large scale 
unemployment during the post- 
war reconversion period led to ac- 
tions and policies that were large- 
ly responsible for the postwar 
inflation. The danger today is that 
we may be in for another dose of 
false economic steps based on er- 
roneous or biased advice, and re- 
flecting above all the growing ad- 
vocacy of more Government plan- 
ning. 

We shall know more about this 
when we hear the President’s re- 
port to Congress, and his recom- 
mendations. Advance talk has it 
that high levels of business activ- 
ity in 1950 will be predicted by 
the Council of Economic Advisers 
but that nevertheless, there will 
be no recommendation of substan- 
tial tax boosts or spending cuts on 
the theory they might upset the 
recovery trend. Such a_ policy 
would of course be highly incon- 
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The directors have declared a reg- 
ular dividend of 50c a share, and 
a special dividend of $1.00 a share 
on the new $12.50 par value com- 


Keatrice Foods Co. 


DIVIDEND NOTICE 


mon stock: both payable January 
3, 1950 to shareholders of record 
December 14, 1949. 


December 1, 1949 








C. H. Haskell, President 




















sistent. 

Perhaps we shall also know 
more about future policies when 
we know who will succeed Dr. 
Nourse as chairman of the Coun- 
cil. If it should be Dr. Keyserling, 
presently acting chairman, we 
shall know that spending for 
“prosperity” and expansion will 
be the future course and this 
would bode no good for our long 
range economic health. If a con- 
servative economist is chosen, it 
may be a sign that the President 
is impressed with the arguments 
of the economizers, that he may 
not fight so hard for his Fair 
Deal, that he may be willing to 
put immediate interests first and 
go ahead with welfare projects as 
we are able to afford them. There 
is evidence that the President 
has not dismissed the latter pos- 
sibility. 

Yet the danger of patchwork 
economics persists as long as 
deep-seated conflicts of opinion 
and policy prevail. Doubtless Mr. 
Keyserling is one of the leading 
figures in a deeply significant con- 
test within the Administration 
which the President so far appar- 
ently has not yet resolved but may 
soon have to. Mr. Keyserling is 
known as a vigorous advocate of 
Government action to insure eco- 
nomic expansion, expressing pes- 
simism that private business, if 
left to its own devices, will accom- 
plish this. And Government inter- 
vention of course means increas- 
ing Government controls. 

The other Council member, Dr. 
John Clark, is represented as 
more optimistic and less anxious 
for Government intervention in 
the economy. He was cheerful 
about business prospects even 
when most business curves were 
tending downward earlier this 
year. Still there is a split, and the 
results all too frequently are in- 
appropriate or patchwork poli- 
cies that do us no good. 
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180 Madison Avenue, New York 16, N. Y. 


HE Board of Directors has this day 
declared the following dividends: 


$ FIRST PREFERRED STOCK 


$4.75 SERIES 


The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable January 1, 1950 to 
holders of record at the close of busi- 
ness December 16, 1949. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 rer share, 
payable January 1, 1950 to holders of 
record at the close of business Decem- 


ber 16, 1949. 
COMMON STOCK 


60 cents per share, payable December 
29, 1949 to holders of record at the 
close of business December 16, 1949. 


§ R. O. GILBERT 


) Secretary 
» December 6, 1949 ¢ 
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Rovar TyeewrRirer 
Company, Ine. 


A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending January 31, 1950, has been 
declared payable January 16, 1950 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at the close 
of business on January 5, 1950. 

A dividend of 50¢ per share has 
been declared payable January 16, 
1950, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to holders 
of common stock of record at the 
close of business on January 5, 
1950. 


November H. A. WAY 
30, 1949 Secretary 
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Widest Market Swing 
in History 


1924 THROUGH 1935 
SHOWN IN THE 


SPECIAL EDITION 
GRAPHIC STOCKS 


The only chart book of its kind 
showing these early prices 


If ever a complete cycle was 
demonstrated it was within the 
1924-1935 period. Knowing the 
Market Cycle in its extreme form 
will help you deal with any mar- 
ket shift. 

This SPECIAL EDITION contains 
774 stock charts. To gather neces- 
sary data records from Stock 
Exchanges all over the United 
States were obtained. A stock 
might first have been listed in 
Los Angeles, then on the Chi- 
cago Stock Exchange and thence 
to New York. These records have 
all been incorporated in this 


book. 
SINGLE COPY .... $15.00 
SPECIAL OFFER 


Three Editions of Graphic Stocks: 
1924 through 1935, 1936 through 
1947 and Current edition (952 
charts) 1938 to Nov. 1, 1949. 


ALL THREE for only . $25.00 


F. W. STEPHENS 


15 William St., New York 5 





Tel. HA 2-4848 








Patchwork policies, trying to 
compromise between capitalism 
and state planning (read social- 
ism), not only cannot work be- 
cause they are usually contradic- 
tory and defeat each other, but in 
the end they lead to only one 
thing: Liquidation of capitalism 
in instalments. We have seen this 
happen in Britain and unless we 
watch out, the same will happen 
here. If we want to preserve capi- 
talism and free enterprise, we 
shall have to fight for it, and it’s 
worth fighting for. 

After all, planned states in the 
hands of politicians show a long 
record of flops. Why should we 
emulate these failures? Just as 
businessmen often fail miserably 
when they take on political jobs, 
politicians do likewise when they 
tackle business. It is one of the 
chief reasons why they never can 
live up to their promises when 
they try to run business and di- 
rect the economy. When they do, 
the “dead hand of the state” 
merely stifles initiative and brings 
on stagnation. Both Russia and 
England are excellent examples. 
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We have seen what happened in 
Britain where the Labor Party 
obtained control by selling the 
welfare state idea to the people 
as a prelude to socialism. It was 
accomplished at first in “easy 
stages,” through patchwork poli- 
cies much as they are beginning 
to show up in this country. The 
result today: Austerity instead of 
the abundant life; immense red 
tape; lack of efficiency and initia- 
tive; near-bankruptcy of a once 
proud and powerful country and 
for the masses merely the pros- 
pect of a bleak and uninspired 
future. The example is dismal 
enough to make us all strive en- 
ergetically for the survival of a 
sound and individualist America. 

This, above all, means an end to 
patchwork economics, the strange 
mixture of pick and choose with- 
out any real national economic 
policy which is bound to lead to 
serious trouble sooner or later. 





The Dangers In Our Price 
Structure 





(Continued from page 269) 


currency devaluations. Then, how- 
ever, supplies were large and we 
had “‘buyers’ markets.”’ Now, most 
imported commodities are in 
short supply and we have sellers’ 
markets. Consequently, — sellers 
have reaped the advantage of de- 
valuation in most instances. 

There have been exceptions, 
such as rubber and lead. And, 
lower prices on some manufac- 
tured goods are stimulating im- 
ports here. But the effect of de- 
valuation remains small since for- 
eign costs of production have 
risen as a result of devaluation. 
Several years hence — when tree 
plantings now being stimulated by 
high prices and further stimu- 
lated by internal inflation stem- 
ming from devaluation have re- 
sulted in much larger supplies— 
prices of such commodities as cof- 
fee, pepper, cocoa, etc. are likely 
to sink to extremely low levels. 

Failure to understand the func- 
tion of prices in our highly com- 
plex economy is responsible in 
large measure for the highly dan- 
gerous situation in which we now 
find ourselves. Official Washing- 
ton and many business men have 
become imbued with the theory 
that high prices spell prosperity, 
and that price declines inevitably 
mean business recession. Nothing, 
of course, could be more falla- 
cious. 


At the consumer level, the post- 
war business boom has been kept 
going only by drawing upon war- 
time savings and by expansion of 
consumer credit to the highest 
levels in history. Present “per- 
sonal income” of around $210 bil- 
lion, off only slightly from the 
post-war peak, is not sufficient to 
absorb the output of goods at 
present prices. 


Need for Expanded Consumer 
Markets 


Now that capital expenditures 
for new plant and equipment are 
declining, and with the post-war 
inventory boom quite definitely 
ended, business activity can be 
maintained at high levels only by 
expansion of consumer markets. 
This is not a matter — as many 
seem to think — of overcoming 
consumer sales resistance by high 
pressure advertising campaigns, 
since at present prices increased 
sales can be accomplished only by 
drawing upon savings and by fur- 
ther expansion of already huge 
consumer credit. That way lies 
disaster, for these increments to 
current income cannot be con- 
tinued indefinitely. 

With industry becoming in- 
creasingly dependent upon sales 
at the consumer level, it is essen- 
tial that retail sales volume in 
physical units expand steadily 
while unit prices decline. It is 
fatuous to derive satisfaction 
from observing that, while dollar 
department store sales are run- 
ning under a year ago, the physi- 
cal volume of sales is almost as 
large as a year earlier owing to 
slightly lower prices. ‘‘Almost as 
large” is not large enough. It 
should be larger than last year 
which would be possible only if 
unit prices were considerably 
lower than a year ago. The Fed- 
eral Government, through its mis- 
guided devotion to fallacious con- 
cepts of “equality for agriculture” 
is responsible in large measure 
for the maintenance of a unwork- 
ably high general commodity 
price level. Once having embarked 
upon a program to keep unit 
prices of farm products at a high 
percentage of mythical “parity,” 
the Government of necessity must 
encourage high wages as an offset 
to high farm products prices. 
There is no end to this circle. 

Actually, through mechaniza- 
tion and adoption of scientific 
methods of agriculture, farmers’ 
costs of production have been de- 
clining steadily relative to the 
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general price level. But American 
consumers have been prevented 
from benefiting from the fruits of 
science through federal adherence 
to an archaic price concept that 
includes no allowance for scien- 
tific progress in agriculture. 


High Food Prices 


At the present time, consumers 
are paying 200 percent of pre-war 
(1935-39 average) prices for 
food. Retail prices of all commodi- 
ties are up only about 85 percent 
from pre-war. Quite obviously, 
consumers are expending an ab- 
normally large percentage of their 
incomes for food. This assumes 
increasing importance when it is 
realized that the average family 
normally spends more for food 
than for any other item. 

With consumer expenditures 
for high priced foods taking an 
abnormally large share of family 
income, consumers of necessity 
have less than the normal per- 
centage of their income to spend 
on other goods and services. This 
is one of the great sources of la- 
bor dissatisfaction and clamor for 
even higher wages, for workers 
naturally yearn for more of the 
wonderful industrial products 
that they see displayed and ad- 
vertised. 

The great majority of business 
men, including industrialists, seem 
to have accepted without question 
the fallacious Federal concept of 
“parity for agriculture.” They ap- 
pear oblivious of the fact that the 
high individual farm price con- 
cept actually is robbing them of 
the markets for their products. It 
is very likely, however, that in 
1950, with a number of major 
crops sharply curtailed by Fed- 
eral edict in order to maintain 
farm prices at an artificially high 
level, business men will tend to 
become more aware of what is 
wrong with the price structure. 

Price rigidity or comparative 
price rigidity, induced by Federal 
support of farm prices and con- 
sequently by wage rigidity even 
where workers are unorganized, 
render it extremely difficult for 
manufacturers to lower the prices 
of their products. And yet, if vol- 
ume is to be maintained or in- 
creased, prices must be reduced. 

Even if all profit were to be 
sacrificed, many manufacturers 
would not be able —at present 
costs of materials and wages—to 
reduce prices of their products 
sufficiently to maintain volume. 
Does this necessarily mean that 
DECEMBER 
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prices can be reduced only by the 
ancient formula of cutting back 
production which, in turn, causes 
supplies of materials to back up 
and increases unemployment? 
Carried far enough, this process 
forces prices of materials and 
wages downward but also causes 
business depression on a wide 
scale. 

If prices can be brought down 
only by policies that result in 
widespread business depression, 
the blame can be laid directly to 
the Governmental high farm price 
program. If farm prices are held 
high by Federal price supports, 
even at the expense of reduced 
farm production and of compara- 
tively low farm income such as is 
scheduled for 1950, the situation 
could be aggravated. 

It seems to have been forgotten 
that, in the greatest period of 
prosperity that America has ever 
known, i.e., in the 1920’s, farm 
prices and prices of other com- 
modities declined slowly, but 
steadily. 





How Split Stocks Have Fared 
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posed a four for one stock-split, 
the price of du Pont shares had 
ranged from a low of 10234 to a 
high of 227 over a ten-year 
period. Early in that month the 
shares sold at 166 but following 
the companys’ announcement the 
price climbed to around 187. Al- 
though 1948 earnings were a rec- 
ord high and in 1949 trended 
sharply upward to a new peak, 
just prior to the effective date of 
the split-up on June 16, specula- 
tive fervor had subsided enough 
to lower the price to 176 or 44 on 
an adjusted basis. A recent price 
of 6614, reveals a subsequent gain 
of 36.3%. 

Partially accounting for du 
Pont’s recent price gain has been 
increased earnings and dividend 
liberality, apart from the general 
market trend, but more impor- 
tantly has been the improved de- 
mand for the stock among in- 
vestors formerly deterred from 
acquisition because of a very high 
price in relation to their means. 
This is well shown by the fact 
that while by ordinary standards, 
the company’s 77,347 common 
stockholders at the beginning of 
the current year were large in 
number, by September 30 the list 
had grown to 87,071, thus sub- 
stantially fulfilling the announced 
hopes of the management to 








Want BABSON’S opinion on 


STOCKS ow: 


OWN? 


No cost or obligation 


American Rad. & S. S. American Tel & Tel. 
Armour & Co. Atch. Top. & S. Fe 
Gen. Electric Gen. Motors 
Kaiser-Frazer 
Loew’s Inc. 
Montgomery Ward 
Paramount Pictures 
Safeway Stores 
Southern Pacific 
Stand. Oil Calif. Transamerica 
Trans. & West. Air 20th Century Fox 
Union Pacific Western Union 
Babson’s opinion on these stocks 
may save you losses. Simply 
check those you own, OR LIST 7 
OTHERS YOU OWN, and mail 
this ad tous. We will tell you if 
clients have been advised to Hold 
or Switch them. 
(Please print your name) 


Write Dept. M-82 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
AAAAAAY 





‘CANADA DRY 


DIVIDEND NOTICE 


The Board of Directors of Can- 
ada Dry Ginger Ale, Incorpo- 
rated, at a meeting thereof held 
on Nov. 22, 1949 declared the 
regular quarterly dividend of 
$1.0625 per share on the $4.25 
Cumulative Preferred Stock and 
a dividend of $0.15 per share on 
the Common Stock; both pay- 
able January 1, 1950 to stock- 
holders of record at the close of 


business on December 7, 1949. 
Transfer books will not be closed. 
Checks will be mailed. 





Wo. J. WILLIAMS, 


V Pres. & Secretary 























MARTIN-PARRY 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors has declared a dividend 
of twenty-five cents (25c) on the Capital Stock 
of the Corporation, payable January 5, 1950, to 
stockholders of record at the close of business 
December 20, 1949. 


T. Russ HILL, President 











ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N. Y., November 29, 1949 
DI VIDEND No. 166 

The Board of Directors of the Anaconda 
Copper Mining Company has declared a 
dividend of Fifty Cents (50¢) per share on 
its capital stock of the par value of $50 per 
share, payable December 23, 1949 to holders 
of such shares of record at the close of 
business at 3 o’clock P.M. on December 


7, 1949. 
C. EARLE MORAN, 
Secretary & Treasurer. 














broaden its stockholder’s base. 
Incidentally, to many outsiders 
not familiar with big business, 
reported earnings of $13.02 per 
share on the pre-split shares in 
1948 may have seemed unjustifi- 
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ably large. Reported net of $2.85 
a share for nine months on the 
larger number of shares, though 
actually improved compared with 
a year earlier, at least sounds 
more moderate. Another reason 
why the price of duPont shares 
has stiffened is that many hold- 
ers of these equities bought them 
for long term investment, thus re- 
stricting offerings available for 
purchase by the 10,000 newcom- 
ers. Investors also are aware that 
in its long term growth, duPont 
has several times in the past 
soundly capitalized some of its 
growth and in time may do so 
again. 


What the Table Shows 


In studying our table, it will be 
noticed that whereas a few stocks 
at recent prices are selling higher 
than just prior to their split-up, 
the larger proportion are quoted 
lower. Undoubtedly this is be- 
cause of reasons we mentioned in 
discussing du Pont. Where split- 
ups reflect the natural growth of 
a concern with exceptionally 
sound investment fundamentals, 
the increased demand created by 
the reduced price exerts better 
sustained upward presure on quo- 
tations. In contrast, when specu- 
lative enthusiasm begins to fade 
over a stock-split, a good deal of 
stock is unloaded even though the 
concern involved may have above 
average standing. 


For example, we find U.S.Steel 
shares selling 16% above their 
pre-split price, clearly indicating 
the predominant influence of the 
demand factor stimulated by the 
reduced price. When this concern 
isues its annual report, indubi- 
tably the number of its common 
stockholders will be found to have 
swelled, as anticipated by the 
directors’ desire to expand public 
interest in the company’s affairs, 
while also alleviating possible ad- 
verse comment on the company’s 
substantial per share earnings. 


It is also hardly a surprise to 
note a 20% rise in the price of 
such a prime equity as Abbott 
Laboratories folowing its 2 for 1 
stock split. Many potential in- 
vestors with confidence in the 
quality of the companys’ numer- 
ous products and its long success- 
ful financial record would find the 
stock attractive below 50 whereas 
it would have seemed out of reach 
above 80 or 90. The same factors 
would apply to such sound and 
well known concerns as Hershey 
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Chocolate and Beatrice Foods, 
whose shares have continued to 
strengthen in price following 
their split-up. 

In contrast, the shares of Cud- 
ahy Packing Company recently 
sold at 754 compared with their 
1947 pre-split price (adjusted) of 
1734, a decline of 57.3%. Con- 
sidering that Cudahy shares, even 
when stimulated by the an- 
nouncement of a stock-split, were 
selling at a relatively moderate 
price of about 54 just before the 
effective date, the motive for in- 
creasing the number of shares, 
from a price standpoint, seems 
less compelling. The company ex- 
perienced a very successful year 
in 1947 but soon after entered 
a difficult period, culminating in 
omission of common dividends last 
June. The possible recurrence of 
similar experience by other con- 
cerns is a matter that investors 
should carefully weigh before 
succumbing to the lure of a seem- 
ing low price for split-up shares. 
In other words, the motivation 
for a stock-split must be clearly 
sound from every angle. 

Close study will show that a 
good many other stocks presently 
selling below their pre-split price 
have not declined because the 
split was ill-advised or illogical. 
In these cases, a more realistic 
appraisal of investment funda- 
mentals or caution induced by 
faltering earnings has probably 
established the share quotations 
at a more rational level than 
when speculators pushed the 
priced unduly high prior to the 
split. Such comments as_ these 
would apply to Food Machinery & 
Chemical, Bigelow-Sanford Car- 
pet, Worthington Pump & Ma- 
chinery and Warren Petroleum. 


Conclusions 


On the whole, investors are 
well waranted in considering the 
timely acquisition of  split-up 
shares in sound concerns with an 
outstanding growth record, espe- 
cially where a further steady up- 
trend in earnings may be ex- 
pected over the long term. Many 
instances could be cited where re- 
peated stock-splits over a period 
of years have built fortunes for 
patient shareholders, a notable ex- 
ample being International Busi- 
ness Machines. As pointed out, 
though, carefuly study is required 
to ascertain potential benefits 
that may accrue in this manner. 





As I See It! 
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and that’s an altogether different 
and sobering story. 

It seems that in Britain, just as 
in Australia and New Zealand, 
the hour has arrived where prom- 
ises are no longer acceptable. For 
four years, the socialist prophets 
of the “abundant life” have been 
struggling in vain to deliver the 
goods and by now it must be dawn- 
ing upon the rank-and-file that 
the realities of the socialist para- 
dise will never correspond with 
the dream. Instead of abundance, 
there is unequalled austerity; in- 
stead of freedom there is an all- 
powerful bureaucratic state; in- 
stead of progress, there is retro- 
gression; instead of prosperity 
there is crushing taxation and the 
ever-present aura of impending 
national] bankruptcy. All the Gov- 
ernment has been able to offer 
the people is taxes, rations and 
compulsions, a high price indeed 
to pay for “security.” 

The dream is turning into a 
nightmare. Little wonder socialist 
Britain is finding herself with her 
back to the wall. And on the wall 
is the handwriting of the voters’ 
revolts in Australia and New Zea- 
land, perhaps not so much against 
the welfare state but simply 
against too much “state” and all it 
implies. 





Does Year-End Market 
Indicate New Trend? 





(Continued from page 265) 


swings of the last three years, it 
represents mainly an adjustment 
in sentiment about medium-term 
prospects. Earnings are in a 
downward trend, and in all prob- 
ability will shrink further in 
1950. Total dividends have risen 
perhaps 5% or so in 1949, mainly 
within the fourth quarter; and 
the dividend prospect for 1950 is 
certainly more static than dy- 
namic. It is questionable whether 
business activity, in making up 
the moderate October strike 
losses, will rise significantly 
higher than it was in September 
before major strikes were a fac- 
tor. There is bound to be at least 
a test of the strength of the eco- 
nomic position in no great time, 
after the strike losses have been 
made up. 

There appears to be scant 
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Investment Program 
-Provided by THE FORECAST 
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In this market setting when the investment action you 
take is vital to preserving and building capital and 
income... we suggest that you turn to THE Forecast just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. ForRECAST SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast ... with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 
selection and proper timing key- 





given which you can apply to 





your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
shows significant indications at 
this time. 


potentials. 





2. Definite Advices on Intrin- 





Have The Forecast Serve You 
.. . In Preparing Now for Greater 
Income and Profit in 1950 


The weeks ahead will crystallize the extent to 
which the market will consolidate its position 
and revalue individual securities in the light 
of the recent advance and their early 1950 


From such situations substantial profits have 
been secured by Forecast subscribers . . . 
building up in a few weeks many points appre- 
ciation which normally take several months. out. 
Enroll now to participate in our new recom- 
mendations as selected. 


note FORECAST SERVICE. 


4. Continuous Consultation 

You are welcome to consult us 
. . » by mail or by wire . . . on 
securities in which you are in- 
terested ...as many as 12 at 
a time...to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch .. . or close 


A Plus Service . . . These con- 
sultation privileges alone can be 














sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders... in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 


look. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially under today’s conditions. At 
this time, you also have the advantage of our Special 
Offer of Free Service to Jan. 15. Mail the coupon below 
today. 





Mail Coupon 


FREE SERVICE TO JANUARY 15, 1950 








Today! 
SPECIAL OFFER 


ae $60 Special Delivery: 0 


Name 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, NY. 


I enclose [1 $60 for 6 months’ subscription; [1 $100 for a year’s subscription. 
(Service to start at once but date from January 15, 1950) 


SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: © $1.00 six months; [) $2.00 
one year in U. S. and Canada. 
$4.00 six months; 


(0 Telegraph me collect in anticipation of 
important market turning points .. . 
when to buy and when to sell... when to 
expand or contract my position. 





MONTHS’ 
12 MoNavice 9100 


Address 





Complete service will start at 


once but date from Jan. 15th. City 


State 





Subscriptions to The Forecast 
are deductible for tax purposes. 
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I C) $8.00 one year. 
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DECEMBER 17, 1949 


Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for our initial 
Analytical and Advisory Report. 
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chance for any general renewal of 
commodity price inflation, under 
present and prospective competi- 
tive conditions. There appears to 
be little chance for an important 
inflation of money supply in 1950, 
regardless of Federal deficit 
spending, which is small com- 
pared with total private spend- 
ing. Total money supply today— 
demand deposits and currency in 
circulation—is moderately under 
what it was a year ago. Finally, 
we have in power at Washington 
a Left-of-Center, control-minded 
Administration under which any 
revival in speculative confidence 
is likely to be in the nature of a 
rally, rather than a trend of sig- 
nificant duration. 


Factors Behind Rise 


In our view this rise is founded 
on reduced fear of medium-term 
economic prospects; on “inflation 
sentiment” which is surely pre- 
mature, if not mistaken; and on 
the attraction of prevailing divi- 
dend yields which are high rela- 
tive to high-grade bond yields. 
The rise might go moderately 
further at best, but in none of the 
visible supporting factors can we 
see a basis for a major advance, 
as measured both by percentage 
scope and duration. We continue 
to believe that satisfactory in- 
vestment results, for a medium- 
term and for 1950, will depend 
much more on prudent appraisal 
of values and potentials in indi- 
vidual stocks than on general 
market trend. In short, our policy 
remains conservative and selec- 
tive. —Monday, December 12. 








SUPPORT YOUR 1950 FUND CAMPAIGN 





BOOK REVIEWS 











THE CHARTCRAFT METHOD OF 
POINT AND FIGURING TRADING 
By Ernest J. Staby : 


This volume is a scientific approach to 
the mechanics of stock market trading. 
Although technical in nature, the text 
points out certain simple precepts that 
underlie all investment success; to wit, 
that no other business can be started 
with so little and offer so much, with no 
involvement with rent, labor, inventory, 
etc. The author points out the useful- 
ness of charts in divesting ourselves of 
excitements, tips, gossips, fears, hopes, 
etc. He shows how these charts are con- 
structed and how valuable they are in 
interpreting the market. In a thoroughly 
professional and competent manner, he 
discusses various charts, such as “triple 
tops,” “spread triple tops,” “bullish cata- 
pult formations,” “bullish signal forma- 
tions” and “reversed bearish signal for- 
mations.” He shows how the trend is es- 
tablished and how to trade by charts, in 
both bull and bear markets. The text has 
numerous concrete illustrations on the 
procedure for chart trading, thereby pro- 
viding a wealth of material both for the 
student beginner and the professional 
trader. 

The William-Frederick Press 


THE ROAD AHEAD 
By John T. Flynn 

“TI wrote this book,” says John T. 
Flynn, “for what seems to me the most 
obvious reason in the world—to answer 
a question that practically everybody is 
asking: Where are we heading? More 
people ask that question than any other. 
It is at the top of all the $64 questions. 
And I have felt that there was an answer 
to it. 

“To me the road we are traveling has 
been obvious for some time. It is a road 
with several stopovers. The first is so- 
cialism on the British model. At that 
point we will come to a fork in the road. 
One prong leads to communism, the other 
to fascism. This is the road Britain has 
traveled. She has reached the first stop— 
socialism. She is at the fork in the road. 
We will now see whether she will move 
off along the communist way or the fas- 
cist way. Or whether she will just blow 
up in a vast crisis and then painfully re- 
trace her steps to the free society. 

“We in America are on our way, rap- 
idly, to the socialist stop. Where we will 
go from there I do not know. But nothing 
could be clearer than this—that we are 
following in the footsteps of socialist 
Britain. What Americans do not under- 
stand is the manner in which this is be- 
ing done. Many, I am sure, will be as 


THE MAGAZINE OF WALL STREET 


amazed as I was when I became aware of 
the precise shape which this extraordi- 
nary movement is taking. 

“Only when we see the picture as a 
whole, can we understand the reason be- 
hind the struggle to arouse the Negroes 
of the South; understand the strange 
collection of forces which have created 
such havoc in the political parties in 
New York and other cities; comprehend 
the extent to which the mind of Ameri- 
can youth is being shaped in our schools 
and colleges. Strangest of all, to those 
who have looked upon the Christian 
churches as the great bulwark against 
the march of communism and socialism, 
is the extent to which the churches have 
been paralyzed by our socialist conspira- 
tors. 

“Up to now we have had before us the 
object lesson of Russian communism, 
which no one ever believed could be in- 
troduced in this country. But now we 
have the object lesson of British social- 
ism which, while it has brought England 
to the very edge of bankruptcy, presents 
us with a blueprint of just how this 
tragic operation could be—and is being 
—repeated in the United States.” 


The Devin-Adair Company $2.50 


INCOME TAX ADMINISTRATION 
Income Tax Administration $6.00 

Economists have, for the most part, 
been content to leave the subject of tax 
administration where Adam Smith left 
it over a hundred and fifty years ago. 
Corporation executives have concen- 
trated on tax rates rather than on tax 
administration. Practitioners have 
fretted over details and frequently failed 
to see the forests for the trees. Conscien- 
tious administrators have been all tod 
often concerned with maximum collec- 
tions rather than maximum equity, while 
less conscientious officials have been in- 
terested in collecting revenues in the 
least painful way—to themselves. 

The Tax Institute fills a gap in exist- 
ing tax literature with this scholarly in- 
tegrated volume on income tax adminis- 
tration. This book exemplifies the in- 
creasing recognition of the importance 
of tax administration on the part of tax- 
payers, tax officials, tax practitioners, 
and tax economists. 

The Tax Institute, an organization of 
diversified membership covering the en- 
tire gamut of tax interests from the dis- 
gruntled taxpayer to the ardent tax 
gatherer, has, in conformity with its 
usual symposium practice brought to- 
gether these divergent and conflicting 
points of view in a monumental forum on 
income tax administration. 
Tax Institute, Inc. 


$6.00 
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A First Step in Your Program for a 


PROFITABLE 1950 


RY this experiment! Imagine that all your securities were sold yesterday. To- 
day you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my funds 
be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if 
your purchases are strategically timed. Many are undervalued as measured by 
earning power, capital assets and 1950 potentialities. 


As a first step toward increasing your profit and income in 1950, we invite you to 
submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only tempo- 
rarily. It will tell you how our personal supervision can assist you to strengthen 
your diversification, income and the enhancement possibilities of your account. 
We will evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine or Wat Street. A Background of forty-two years of service 
90 BROAD STREET NEW YORK 4, N. Y. 
































From the moment you see it... 


anything else is second best 





Ultimate standard for the connoisseur 
of gracious living, Motorola’s 
“Gainsborough” entertainment 
combination represents years of 
exhaustive research . . . embodies 
eleven exclusive inventions and 
improvements. Television quality is 
unparalleled on a giant 19” screen... 
FM-AM radio reaches a brilliant new 
peak of performance... and the new 
Multi-Play changer automatically plays 
all record types with whisper-free 
precision. The magnificent 
“Gainsborough’’ is available in 
modern blond or rich mahogany 


finish. Resolve today 


to enrich your life... 

















MASTERPIECE SERIES 


TELEVISION. 








